The Scottish economy [February 1985] by Love, James et al.
Strathprints Institutional Repository
Love, James and Basu, Dipak and Blackhall, John and Draper, Paul and 
Heeley, John and Jenkins, Iain and Lockyer, Cliff and Love, Jim and 
McGilvray, Jim and McGregor, Peter and McNicolI, Iain and McVey, Mike 
and O'Donnell, Noreen and Simpson, David and Stevens, Jim and Tait, 
Elizabeth and Walker, Jim (1985) The Scottish economy [February 1985]. 
Quarterly Economic Commentary, 10 (3). pp. 14-56. ISSN 2046-5378 , 
This version is available at http://strathprints.strath.ac.uk/53250/
Strathprints is  designed  to  allow  users  to  access  the  research  output  of  the  University  of 
Strathclyde. Unless otherwise explicitly stated on the manuscript, Copyright © and Moral Rights 
for the papers on this site are retained by the individual authors and/or other copyright owners. 
Please check the manuscript for details of any other licences that may have been applied. You 
may  not  engage  in  further  distribution  of  the  material  for  any  profitmaking  activities  or  any 
commercial gain. You may freely distribute both the url (http://strathprints.strath.ac.uk/) and the 
content of this paper for research or private study, educational, or not-for-profit purposes without 
prior permission or charge. 
Any  correspondence  concerning  this  service  should  be  sent  to  Strathprints  administrator: 
strathprints@strath.ac.uk
The Scottish Economy 
Industrial Performance 
BUSINESS SURVEYS 
With the inauguration of the quarterly 
S c o t t i s h Bus iness Survey (SBS) in 
September 1984 there are now two regular 
and up-to-date indicators of trends in the 
S c o t t i s h i n d u s t r i a l s e c t o r . The 
combination of the new survey and the 
long-standing CBI Industrial Trends Survey 
provides a comprehensive assessment of 
trends in Scottish industry. 
The two data sources are essent ia l ly 
complementary, but there are important 
differences between them. While the CBI 
survey provides information on trends by 
size of firm, the Scottish Business Survey 
provides a geographical breakdown of 
r e s p o n s e s ( s e e Reg iona l Review). 
Equally, the CBI provides information on 
sectoral employment trends, while the SBS 
dist inguishes between male and female 
employment, and in some sectors between 
fu l l and par t - t imers . In addition, the 
number of respondents to the SBS i s well 
over twice that to the CBI survey, and 
they cover not only manufacturing but also 
construction, d is t r ibut ion and financial 
i n s t i t u t i ons . The r e su l t s from the new 
SBS are therefore capable of a greater 
degree of disaggregation than those from 
the CBI. 
The r e s u l t s of the two surveys are 
ini t ia l ly considered separately, and their 
combined verdict on Scottish indust r ia l 
trends then summarised. Major background 
events during the weeks when the surveys 
were undertaken ( l a t e December-early 
January) were the continuation of the coal 
mining strike and the continued strength 
of the dol lar , despite the apparent lack 
of concern with the burgeoning US budget 
deficit . 
SCOTTISH BUSINESS SURVEY RESULTS 
On balance, manufacturing respondents to 
the SBS are slightly more optimistic about 
the general business situation than at the 
time of the previous survey (September-
October). Within Manufacturing, optimism 
i s most marked in the t r a d i t i o n a l l y 
important Mechanical Engineering and 
Textiles sectors, while respondents in the 
Metals, Chemicals and Other Engineering 
sectors are notably less optimistic. 
In all sectors except Chemicals and Food, 
Drink and Tobacco a balance of respondents 
reports a higher volume of orders in the 
last three months of 1984, most notably in 
Electronics and Elec t r ica l Engineering, 
Textiles and Miscellaneous Manufacturing; 
and a l l sectors except Other Engineering 
expect higher o rde r s in the cur ren t 
q u a r t e r . Desp i t e t h i s g e n e r a l l y 
favourable impression, overall capacity 
util isation in Manufacturing remains low 
(56%) and the vast majority of respondents 
r epo r t o rders or s a l e s as the main 
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l imi t a t ion on output growth. 
Repo r t ed t r e n d s i n t h e a c t u a l and 
a n t i c i p a t e d volume of s a l e s c o r r e l a t e 
f a i r l y c l o s e l y w i t h o r d e r s . A p o s i t i v e 
b a l a n c e of r e s p o n d e n t s r e p o r t h ighe r 
t r e n d s in s a l e s volume in t h e p a s t t h r e e 
months, for a l l sec tors except Chemicals, 
Food, Dr ink and T o b a c c o , and O t h e r 
Engineering (see Table). Only the l a s t -
named s e c t o r e x p e c t s a ( f u r t h e r ) d e c l i n e 
in t h e volume of s a l e s i n t h e f i r s t 
q u a r t e r of 1985. E x c e p t f o r t h e 
d e p r e s s e d C h e m i c a l s s e c t o r ( i n which 
capacity u t i l i s a t i o n i s as low as 18%), by 
fa r the most buoyant source of s a l e s and 
new o r d e r s i s t h e e x p o r t m a r k e t - a 
balance of 59? of r e sponden t s r e p o r t 
h igher expor t o r d e r s i n t h e p a s t t h r e e 
months, and a ba lance of 60%, h igher 
s a l e s . A b a l a n c e of + 4 H e x p e c t a 
f u r t h e r i n c r e a s e in s a l e s in the c u r r e n t 
q u a r t e r , and s i n c e t h e s u r v e y was 
conducted pr ior t o the recent f a l l in the 
s t e r l i n g exchange r a t e , a c t u a l expor t 
growth should exceed t h e s e expectat ions. 
Even in the domestic market, most sectors 
r e p o r t h igher o r d e r s and s a l e s , and t h i s 
too should b e n e f i t from t h e s t e r l i n g 
d e p r e c i a t i o n t h r o u g h i m p r o v e d 
competitiveness agains t imports. 
TRENDS IN THE VOLUME OF SALES, DECEMBER 
1984 
Balance of respondents 
r e p o r t i n g a h i g h e r 
volume of sa les 
Last 
3 months 
All Manufacturing 
Metal & Metal Products 
Chemicals 
Mechanical Engineering 
Electronics & 
Electrical Engineering 
Other Engineering 
Food, Drink & Tobacco 
Textile, Leather, 
Clothing & Footwear 
Paper, Printing & 
Publishing 
Miscellaneous 
Source: SBS, December 
+37 
+26 
-47 
+50 
+78 
- 3 
-17 
+65 
+29 
+47 
1984 
Next 
3 months 
+29 
+36 
+24 
+50 
+36 
-55 
+21 
+34 
+17 
+39 
employment in the past three months were 
exactly balanced by those report ing l e s s , 
and for the next three months the balance 
i s s l igh t ly negative (see Table). Within 
Manufacturing, in Tex t i l es , Miscellaneous 
Manufacturing, Mechanical Engineering and, 
unexpectedly, Chemicals, pos i t ive balances 
reported higher employment, but these were 
o f f s e t by nega t i ve ba l ances in t h e o the r 
sec tors , notably Other Engineering, Food, 
Drink and Tobacco, and Paper, Printing and 
P u b l i s h i n g . Only in T e x t i l e s and Mis-
c e l l a n e o u s Manufacturing do a p o s i t i v e 
balance of respondents expec t employment 
t o i n c r e a s e i n t h e c u r r e n t q u a r t e r . 
Taken in conjunction with the orders / sa les 
d a t a , t he i m p l i c a t i o n i s t h a t ou tpu t per 
person wi l l increase sharply. 
In a l l sectors except Chemicals, a balance 
of respondents report upwards revis ions of 
inves tment i n t e n t i o n s w i th r e s p e c t t o 
p l a n t and e q u i p m e n t , and a l l e x c e p t 
Misce l laneous Manufacturing have revised 
upwards investment in ten t ions with respect 
to buildings. In most cases, the des i re 
t o improve efficiency i s the most commonly 
c i t e d reason for new inves tmen t , but in 
two s e c t o r s ( T e x t i l e s and Misce l laneous 
Manufacturing) expansion of c a p a c i t y i s 
t h e p r i n c i p a l r e a s o n , and i n one 
( E l e c t r o n i c s and E l e c t r i c a l Engineering) 
i t i s t h e i n t r o d u c t i o n of new product 
l i nes and new technology. 
EMPLOYMENT TRENDS, DECEMBER 1984 
Balance of respondents 
reporting increased 
employment in 
With few exceptions the upward trends in 
orders and sa les are not ref lec ted in the 
labour market . For Manufacturing as a 
w h o l e , r e s p o n d e n t s r e p o r t i n g h i g h e r 
All Manufacturing 
Metals & Metal Products 
Chemicals 
Mechanical Engineering 
Electronics & 
Electrical Engineering 
Other Engineering 
Food, Drink & Tobacco 
Textiles, Clothing, 
Leather & Footwear 
Paper, Printing & 
Publishing 
Miscellaneous 
Manufacturing 
Last 
3 months 3 
0 
.  - 2 
+34 
i +13 
ig - 9 
-87 
-21 
+33 
-30 
+38 
Next 
months 
- 1 
- 1 
0 
0 
- 1 
-45 
-24 
+32 
-23 
+32 
Source: SBS, December 1984 
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THE CBI SURVEY RESULTS 
For Manufacturing as a whole the results 
of the January CBI Survey are broadly 
consistent with those of the SBS 
summarised above. There is an 
improvement in the balance of firms 
optimistic about the general business 
situation, compared with the previous 
October Survey, and higher net balances 
reporting increases in the volume of new 
orders and output, both actual and 
expected. As with the SBS, improved 
export prospects are an important factor 
in current performance and expectations. 
40 , 
20 \ 
0 J 
-20 j 
-40 j 
-60 
Numbers employed in Sco t t i sh firms 
t rend over pas t four months 
A A 
/A/V\ jA 
\ AJ\I V ^ 
7501 8404 
Net "K of firms mare optimistic about 
7901 8404 
The CBI results look more encouraging than 
the SBS with respect to employment. A 
positive balance of 8% report an increase 
in numbers employed in the four months to 
December - the f i r s t posi t ive balance 
reported since the July 1979 Survey - and 
a net balance of 6% expect a further 
increase in the f i r s t four months of this 
year. 
In direct contrast, the CBI Survey is less 
encouraging than the SBS with respect to 
investment intentions. A net balance of 
19% expect to authorise less investment in 
buildings during the next twelve months, 
and a net balance of 1J, l e ss expenditure 
on plant and machinery. For investment 
which is planned, increased efficiency is 
the principal motivation for the majority 
of respondents, while demand prospects are 
t h e major f a c t o r l i m i t i n g higher 
investment levels. Just under half (H8J) 
of the survey respondents report that they 
are working a t a l e ss than sat isfactory 
r a t e of capac i ty u t i l i s a t i o n , which 
though high is a marked improvement on the 
63% recorded twelve months earlier. 
Given the re la t ive ly f r a i l nature of the 
recovery in Manufacturing ac t iv i ty , the 
widespread evidence of upwards pressure on 
costs and prices i s somewhat worrying. A 
balance of 3^1 report higher unit costs in 
the four months to December, and a balance 
of HH% expect further increases in the 
next four months. Admittedly, this does 
not indicate the order of magnitude of the 
increase, or whether they are due to 
higher raw material pr ices, higher unit 
wage costs , or some combination of both, 
but this must be a source of some concern 
in conditions in which demand is cited as 
the major constraint to higher output, and 
price the major factor l imi t ing export 
orders. 
At the sectoral l eve l , the CBI resu l t s 
support those of the SBS in demonstrating 
the continued buoyancy of the Textiles 
sector, and the highly depressed state of 
the Chemicals sector, though higher orders 
and s a l e s a r e a n t i c i p a t e d . CBI 
respondents in Food, Drink and Tobacco are 
on balance more opt imis t ic about the 
genera l bus iness s i t u a t i o n than the 
corresponding SBS respondents, but both 
groups expect higher orders and sales to 
be accompanied by further reductions in 
employment. In the case of Metal and 
Metal Products , respondents to both 
surveys concur in taking a pessimist ic 
view of the general business outlook, 
particularly with respect to the domestic 
market and to employment prospects, but a 
substantial net balance anticipate higher 
export orders and sales in the coming few 
months. 
The CBI's Engineering s e c t o r , which 
combines Mechanical, E lec t ron ic and 
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E l e c t r i c a l and Other Engineer ing , i s on 
balance op t imis t i c with respect t o output 
and employment prospects in the next four 
months, following a period in which a net 
balance of r e sponden t s r e p o r t e d lower 
output, orders and employment. There are 
thus s i g n s of recovery in t h i s s e c t o r , 
though a t the more disaggregated level of 
t h e SBS t h e r e a r e c l e a r d i f f e r e n c e s 
b e t w e e n E n g i n e e r i n g s u b - s e c t o r s ; 
E l e c t r o n i c s and E l e c t r i c a l Engineer ing , 
which has been the most successful in the 
recent pas t , shows signs of slowing down, 
a l b e i t from very high l e v e l s of ou tpu t 
g r o w t h and c a p a c i t y u t i l i s a t i o n . 
Mechanical Engineering, which has been in 
the doldrums, i s now showing s i g n s of 
recovery from a very low level of capacity 
u t i l i s a t i o n , w h i l e Other Engineer ing 
c o n t i n u e s t o be no tab ly p e s s i m i s t i c on 
most performance ind i ca to r s . 
In a d d i t i o n t o a s e c t o r a l breakdown, t h e 
CBI Survey a l s o a n a l y s e s r e s u l t s by s i z e 
of f i rm , in t h e employment bands 0-199 
( s m a l l ) , 200-499 (medium) and 500+ 
( l a r g e ) . The r e s u l t s of t h e January 
survey confirm the p a t t e r n noted in the 
CBI October survey (see t h i s Commentary, 
November 1984), t h a t on v i r t u a l l y a l l 
i n d i c a t o r s smal l and e s p e c i a l l y medium-
size firms demonstrate be t t e r performance 
and prospects than la rge (500+ employees) 
f i rms . One e x p l a n a t i o n fo r t h i s may be 
t h a t l a r g e f i r m s a re c o n c e n t r a t e d in 
s e c t o r s such as Chemicals , Metals and 
Other engineering in which current market 
c o n d i t i o n s a r e l e s s f a v o u r a b l e . Though 
t h i s , even i f t r u e , may beg t h e q u e s t i o n 
of cause and ef fec t . The performance of 
l a r g e f i r m s i s s u r p r i s i n g g iven t h a t t h e 
export market i s obv ious ly the major 
stimulus to the upward trend in output and 
orders. One would expect la rge f irms t o 
be in a s t r o n g e r p o s i t i o n t o develop 
export sa les . I t may be, however, t ha t 
l a r g e f i r m s f ind i t more d i f f i c u l t t o 
a d a p t t o r a p i d l y - c h a n g i n g m a r k e t 
condit ions. 
SUMMARY 
Resu l t s of both surveys i n d i c a t e t h a t 
t h e r e has been a d e f i n i t e recovery in 
manufacturing performance in the past six 
months, in which e x p o r t s have played a 
major p a r t . The r e c e n t f a l l in t h e 
exchange r a t e should prov ide a f u r t h e r 
stimulus to export-led growth and import 
s u b s t i t u t i o n , and f a r from being a cause 
of concern should be welcomed a s a means 
of s u s t a i n i n g what i s so f a r a v e r y 
t en t a t i ve recovery. With t h e excep t ion 
of Text i les and Elect ronics , Manufacturing 
i n d u s t r y in Scot land i s o p e r a t i n g a t a 
d a n g e r o u s l y - l o w l e v e l of c a p a c i t y 
u t i l i s a t i o n ; i nves tmen t i n t e n t i o n s a r e 
s l u g g i s h , employment p r o s p e c t s a r e 
mediocre, and business confidence i s s t i l l 
weak. A r i s e in the exchange r a t e from 
i t s p r e s e n t l e v e l , e s p e c i a l l y given t h e 
upward p r e s s u r e on u n i t c o s t s , i s no t 
des i r ab le . 
The most encouraging f e a t u r e s of t h e 
current business surveys are the apparent 
t u r n a r o u n d i n t h e f o r t u n e s of t h e 
important Mechanical Engineer ing s e c t o r , 
the slowing down in the r a t e of decline in 
M a n u f a c t u r i n g emp loymen t , and t h e 
encouraging t r e n d s in expor t o r d e r s and 
sa les , especial ly the performance of small 
and medium-sized f i rms. Competitiveness 
in i n t e r n a t i o n a l markets i s , however, a 
c r i t i c a l condition for sustained recovery. 
" • ' 
Up to date information each 
quarter on: 
Scottish manufacturing 
distribution 
construction 
financial institutions 
Subscribe to the 
Scottish Business Survey 
Introductory Price of £50 
annually or £15 per quarter 
(Half price to survey 
participants) 
Name 
Company 
Address 
Q] cheque enclosed 
Q invoice me 
Return to: 
Fraser Institute 
100 Cathedral Street 
Glasgow G4 0LN 
041-552 4400 Ex. 3958 
17 
AGRICULTURE 
Last month DAFS published the r e su l t s of 
the i r annual survey of farm incomes in 
Scotland. This i s based upon more than 
650 farm accounts which are collected by 
the three Agricultural Colleges. The 
results make interesting reading. 
Although the to t a l net income of farming 
at current pr ices , ie the income of 
farmers and their spouses after providing 
for depreciation and payment of in t e res t 
and excluding stock appreciation), was 
some 32$ higher in 1984 than i t was in the 
previous year, t h i s s t i l l leaves farm 
income 7$ lower in real terms than in 
1982, and l e s s t han 50$ of t h e 
corresponding figure ten years ago. 
Last year's increase appears to have been 
a deviation from a consistently declining 
trend in real farm incomes, which has been 
in progress since 1975, and looks set to 
continue, if not to accelerate . These 
indicators are c o n s i s t e n t with other 
s ta t is t ics which suggest that the value of 
farm land fell by 35$ in real terms in the 
ten years to 1983. 
In the past decade, the different types of 
farms identif ied in the DAFS survey have 
fared rather d i f ferent ly , although a l l 
have experienced a fal l in income. (The 
da t a do not p e r m i t t h e s e p a r a t e 
identification of cereal producing farms: 
if i t did, one would expect to find tha t 
the real income on th i s type of farm had 
increased.) 
Not surprisingly, those who have suffered 
most are the h i l l and upland farmers, 
while dairying has shown the least decline 
in income. I t i s i r o n i c t h a t the 
reductions in capi ta l grants to farmers 
for such a c t i v i t i e s as fencing, drainage 
and grassland improvements, which were 
announced on 11 December 1984, wi l l f a l l 
most heavi ly on farmers in the Less 
Favoured Areas, (bureaucratic jargon for 
h i l l farmers). 
The actual distribution of farm incomes in 
the current year shows a surprisingly low 
mean, with a large variance. For each of 
five types of farm, which covered a l l 
full-time farming in Scotland other than 
Cropping and Dairying, the mean value of 
the net farm income ranged from £5,963 to 
£7,981. Since these figures are measured 
before the deduction of any interest, one 
wonders how so many farms can continue. 
The answer i s to be found in the 
depreciation f igures. Expressed on a 
replacement cost basis, the provision for 
depreciation on many farms is in excess of 
the net farm income. 
While the majority of citizens outside the 
industry continue to believe that farmers 
are simply crying "wolf", i t i s unlikely 
that present farm pol ic ies can continue. 
The objectives of post-War farm policy 
have been largely rea l ised: there i s 
l i t t l e scope for further increases in the 
productivity of land. Nothing less than 
a new policy for agriculture i s required. 
The present arrangement of prices and 
subsidies has produced a s i tuat ion in 
which a small number of farmers have 
become embarrassingly rich, while at the 
same time fa i l ing to protect the great 
majority of farmers from shrinking real 
incomes. 
FISHING 
In the f i r s t ten months of 1984, the 
volume of fish landed in Scotland (by UK 
vessels) was 401,880 tonnes, worth a total 
of £157.9m. This represents an increase 
in va lue of a l m o s t 14$ over the 
corresponding months of 1983. With a rise 
of jus t 2$ in the overall volume of the 
catch, most of the increase in value i s 
attributable to higher prices. 
Examination of the catches of par t icular 
species, however, reveals some divergence 
from these averages. Landings of demersal 
species were down by 2$, but average 
prices went up by 17$ compared with 1983. 
Haddock and whi t ing , in p a r t i c u l a r , 
secured subs tant ia l ly increased prices. 
Landings of the pelagic species rose by 
almost 10$ and t h e i r o v e r a l l value 
declined by 1.5$. The herring catch was 
substant ia l ly improved, as a resu l t of 
successful conservation measures in past 
years; the t o t a l volume of landings to 
October 84 was 65,911 tonnes, some 80$ 
greater than a year ea r l i e r , and th is 
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increased supply may account for the fal l 
in average p r i c e s . While mackerel 
landings f e l l to 52,830 tonnes in the ten 
months, the prices paid per tonne also 
declined. Higher quantitites and prices 
were enjoyed by the she l l f i sh sector , 
which continued to prosper with to t a l 
revenue from the catch r i s ing by £Um to 
£27.9m. 
EEC fisheries ministers have succeeded in 
reaching agreement on the n a t i o n a l 
a l l o c a t i o n s and the t o t a l a l lowable 
catches for 1985. The shares agreed are 
generally regarded as satisfactory for the 
Scottish and UK f l e e t s , although third 
party negotiations with Norway over joint 
herring stocks in the North Sea remain 
unresolved and the fu l l a l locat ion of 
he r r ing w i l l not be known u n t i l an 
agreement i s reached. A further concern 
is the terms of access to Community waters 
for the large Spanish f l e e t when tha t 
country becomes a member s ta te . 
One of the main problems facing the CFP is 
the monitoring of the Community's fishing 
activity to deter over-fishing. A measure 
being taken to resolve t h i s i s the log-
book system, which comes in to effect 
throughout the EEC from 1 April this year. 
The regulat ions apply to a l l vessels 
greater than 17m in length, with modified 
conditions applying to those in the 10-17m 
range. Skippers wi l l be required to log 
information on catch s izes and locat ion, 
and lodge t h i s with inspectors within 48 
hours of making a landing in th is country, 
or with the a u t h o r i t i e s abroad when 
landings a re made e l sewhere in the 
Community. This reporting system, backed 
with r e p o r t s of l and ings from the 
quayside, i s intended to enable the EEC to 
monitor local s i tua t ions with a fa i r ly 
short time lag, and in t h i s way to reduce 
opportunit ies for exceeding the catch 
limits. 
CONSTRUCTION 
130 
120 ; 
110, 
ioo: 
30; 
80 
Construction Output 
7801 8^ +02 
The l a t e s t S c o t t i s h data from the 
Department of the Environment reveal that 
the value of new orde r s placed with 
contractors declined further in the three 
months to September 1984. Their t o t a l 
value in the quarter was £302.2m, 3.5% 
below the level of the same period of 
1983. Orders for the f i r s t nine months 
of 1984, at £958.5m, are marginally down 
on the previous year 's level in money 
terms. Thus, the volume of work emanating 
from new orders i s set to decline in real 
terms. Overall, there was a small rise in 
orders for public sector work, but a 
reduction of 10? in orders received from 
the private sector, relative to the second 
quarter of 1984. In the public sector , 
contracts for roads and harbours totalled 
£46.5m, the second highest level since 
1981; small increases were also recorded 
for o f f i c e s , f a c t o r i e s and o t h e r 
b u i l d i n g s , and f o r m i s c e l l a n e o u s 
construction. New housing orders fe l l 
to £21m, which sugges t s t h a t t o t a l 
spending on new public housing wi l l be 
s ignif icant ly lower for 1984 as a whole, 
in accord with Government objectives. 
Demand from the public sector and energy 
supply sectors f e l l t o £6m in the thi rd 
quarter , which may be part ly due to the 
troubles of the mining industry. 
Within the p r i v a t e s e c t o r , housing 
c o n t r a c t s for the t h i r d q u a r t e r , a t 
£80.7m, were down by £1m over the previous 
th ree months. Of more significane, 
however, were the 13% reduction in the 
value of new indus t r i a l orders and the 
dec l ine of almost 20% in o rders for 
commercial work, which includes offices, 
shops and entertainments venues. Such 
reductions from the healthy levels of the 
previous quarter indicate that Scotland 
has not fully part ic ipated in the strong 
recovery ev ident in these s e c t o r s 
elsewhere in the UK during 1984. 
The l a t e s t Scott ish Business Survey, in 
December, indicates that the pessimistic 
views of the previous survey, with respect 
to the l a s t quarter of 1984, were well 
founded. The volume of orders from the 
publ ic sec to r i s repor ted to have 
dec l ined , and, on ba lance , f u r t he r 
reduc t ion i s expected for the f i r s t 
qua r t e r of 1985. As a n t i c i p a t e d , 
however, there was some net increase in 
orders for work from the private sector, 
which i s expected to continue in to 1985. 
The f a l l in new o r d e r s fo r some 
respondents and the downward shift in the 
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amount of work in progress noted in the 
December survey have taken the i r t o l l on 
employment prospects in construction. In 
the f i n a l q u a r t e r of l a s t year , the 
propor t ion of f i rms c u t t i n g back on 
manpower outweighed the number increasing 
employment, and again, this i s expected to 
be repeated in 1985, perhaps to a l e s s 
marked e x t e n t . Of the i nd iv idua l 
chambers, respondents in Aberdeen and 
Edinburgh are, in general, more optimistic 
about the i r business s i tua t ion than are 
their counterparts in Glasgow and Dundee. 
But al l Chambers report poor expectations 
for employment. 
Few new contracts have been announced in 
Scotland over the winter months. The 
Wimpey organisation has gained four of the 
most sizeable jobs announced since the 
beginning of the year, and these have a 
combined value of almost £l8m. The 
largest i s the £5.7m contract for the 
building of an armaments workshop and 
offices a t the naval arms depot in Beith. 
A second contract for the s i t e , worth 
£3.5m, has been awarded to Morrison. 
Wimpey has also been contracted by the 
SSHA to modernise over 200 homes in Rosyth 
at a total cost of £1.25m. 
Norwest Hoist has gained the £1.1m 
contract to build a new drainage system, 
involving the building of a new 1300m 
o u t f a l l sewer, for the v i l l a g e of 
Glenmavis in Lanarkshire. In Glasgow, 
t h e f i n a l s t a g e of t h e Townhead 
Interchange i s underway, and Whatlings 
Civil Engineering has the £4.6m contract 
for the new road links, which will provide 
di rect connections to and from the M8. 
Future work in t h i s f inal stage includes 
two major bridges, a footbridge and a 
retaining wall. 
The-Ministry of Defence wi l l provide a 
major boost to construction ac t iv i ty in 
Fife when i t r e a l i s e s plans for the 
upgrading of the Royal Marines Base a t 
Condor, Arbroath. The proposed work will 
take six years to complete, and has an 
estimated cost of £25m. 
The t o t a l number of intended private 
housing s t a r t s in Scotland, registered 
with the NHBC, was 2,500 in the f inal 
quarter of 1984, bringing the to t a l for 
the year to 13,300, just 2% below the high 
level of the previous year. Housing 
s tar ts peaked at 4,200 in the three months 
to June, and were markedly weaker in the 
second half of the year - at 5,500, they 
were 10% lower than the figure for the 
second half of 1983. A downward movement 
i s also evident in the annual GB to ta l of 
159,700, although the decline was spread 
throughout the year. In a l l , 12,500 
dwellings were completed in the Scottish 
private sector in 1984, the highest level 
for a number of years. 
The Halifax House Price Index for 1984 
shows that property prices in Scotland 
were re la t ive ly strong, r i s ing by an 
average of 8.5% in the year, s l ight ly 
above the UK average. While the prices 
of existing property rose by 8.6% over the 
year, the index for new houses shows an 
increase of just 5.7%, perhaps as a result 
of the increased supply of new housing on 
to the Scottish market during the year. 
The average cost of a house in Scotland, 
based on the building society's advances, 
i s now estimated at £29,865, with mean 
prices ranging from £22,100 for a pre-1919 
flat to almost £45,000 for a new detached 
house. 
The Halifax Building Society has also 
published information on i t s lending for 
council house purchase in 1984. Scottish 
tenants were the second largest group in 
the UK for these loans, accounting for 
one-eighth of the 15,000 loans granted 
during the year. The average price of 
council houses purchased in Scotland, 
£10,376, was about 88% of the UK mean. 
However, the average loan advanced 
exceeded t h i s pr ice , indicating that a 
number of purchasers borrowed additional 
funds to improve their properties. 
The BSA Council decided on 8 February to 
hold mortgage rates constant, for at least 
the remainder of the month, unless further 
increases occur in other in te res t r a t es . 
The l a s t r i s e in mortgage r a t e s , in 
response to the 2.5% jump in bank rates in 
January, took effect from 1 February: the 
ra tes charged by the socie t ies vary at 
present from ju s t under 13% to around 
14.5%. I t seems l i k e l y t h a t these 
relatively high ra tes wi l l influence the 
level of mortgage demand, but the impact 
wi l l depend on expectations about the 
dura t ion of t h i s l a t e s t i nc rease in 
mortgage rates. 
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Government est imates suggest that the 
level of s t a r t s in public sector housing 
declined further in Scotland during 1984. 
The number of new permanent dwellings 
started in the year is provisionally given 
as 3,250, 16% down on the previous year 's 
provision; completions are also estimated 
to have fa l len , by about 12% to 4,200. 
There is every indication that new public 
housebuilding will continue to diminish, 
although i t i s intended that more housing 
for special needs should be provided. 
Central government i s firmly adhering to 
i t s objective of increasing home ownership 
o p p o r t u n i t i e s in Scotland via public 
sector house sa les . In the five year 
period to September 1984, over 61,000 
houses had been purchased by tenants , 
roughly 6$ of the to ta l public housing 
stock. As expected, the ra te of house 
purchase varies widely around the country, 
ranging from just 1.2$ in Monklands to 15$ 
in North East Fife, with higher average 
rates for New Town and SSHA housing. 
ENERGY : OIL AMD GAS 
UK consumption of petroleum rose to 21.4 
million tonnes in the three months August 
to October 1984. This was a 42.7$ 
increase over the same quarter in 1983. 
This massive r i s e was due to the 
subst i tut ion of o i l for coal, with coal 
consumption in the same quarter down 48.2$ 
on i t s 1983 f i g u r e . UK crude o i l 
production from August to October rose by 
a modest 4.9$ over the s i m i l a r 1983 
q u a r t e r . Despi te t h i s , expor t s of 
indigenous crude o i l rose 10.3? and 
consequently UK re f ine r i e s ' use of UK 
crude f e l l by 5$. The gap was f i l l ed by 
increased imports of crude oi l , which were 
up 9.4$ over August to October 1983. 
UK natural gas production was s l igh t ly 
down in the three months August to October 
1984 compared with the previous year. 
Production fe l l by 0.8$ to 2,089 mill ion 
therms. By c o n t r a s t , n a t u r a l gas 
consumption rose by 2.4$ over the same 
quar te r in 1983. As wi th o i l , the 
increased consumption was sa t i s f ied by a 
rise in natural gas imports which rose to 
93.1 million therms in the quarter ending 
October 1984. This was an 8.8$ r i se on 
the same quarter in 1983. 
The major development in the international 
o i l market in recent months has been i t s 
increasing i n s t a b i l i t y . Excess global 
supply has l e d t o p r i c e c u t t i n g 
compet i t ion among the o i l -p roduc ing 
countries, instigated particularly by the 
p o o r e r and more h e a v i l y i n d e b t e d 
countries. The downward pressure on o i l 
prices also reflects an increasing realism 
wi th in OPEC induced by the gradual 
reduction of the importance of OPEC in 
world oil supply. In 1982 non-OPEC world 
oi l production exceeded OPEC production 
for the f i r s t time in many years and has 
continued to increase since then. By the 
end of 1983 non-OPEC output was in excess 
of 23m b a r r e l s compared with OPEC 
production of about 18.5 million bar re ls . 
Against the background of downward 
p ressure on p r i c e s , t h e r e has been 
speculation t ha t the Br i t i sh Government 
may abandon the of f ic ia l UK price of 
$28.65 a barrel to allow prices to f loa t 
in l ine with the spot market. Officials 
are s t i l l considering a number of options 
before determining the of f ic ia l prices 
which will be applied during the Spring to 
the o i l i t buys from North Sea suppliers 
under the terms of s t a t e par t ic ipa t ion 
deals. So far no firm proposals has been 
put to suppliers on how oi l should be 
price in future. 
Reflecting the cold weather in Europe, 
there was a temporary rise in spot prices 
in December. Heating o i l prices in 
Europe showed strong gains, a normal 
response to cold weather. Fuel o i l and 
gasoline prices were, however, unchanged -
an indication that as yet the market does 
not take seriously the idea that the cold 
weather will bring about a supply shortage 
which will lead to heavier consumption of 
crude o i l in re f ine r ies . I t wi l l take 
more than a bout of cold weather in Europe 
to produce a sustained recovery in prices. 
Currently, the market i s looking for 
evidence that OPEC has found an effective 
mechanism for control l ing output. OPEC 
production during January 1985 appeared to 
be holding at the 16 million barrel per 
day agreed ce i l ing , having been cut by 
0.5m b/d from i t s level in the fourth 
quarter of 1984. OPEC i s s t i l l l ikely to 
be forced to cut i t s offical price for 
l igh t crude in the coming months. Since 
BNOC's customers are buying crudes at spot 
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or spot-related prices, the maintenance of 
a $28.65 supplier price wi l l r e su l t in a 
further round of trading losses. Losses 
are thought to have amounted to almost £45 
million l a s t year and BNOC may have los t 
more than £1m per day on i t s January 
business. 
The strength of the dollar has meant that 
the s te r l ing price of North Sea o i l has 
been running at record highs, despite the 
s l ide in o i l pr ices . The Government and 
British North Sea producers are receiving, 
therefore, much higher sterling revenues 
from North Sea o i l than they expected. 
Government revenue from North Sea o i l 
taxation may well be about £12bn t h i s 
year. 
One of the new developments in the North 
Sea i s the opening of the smaller Innes 
oilfield by Hamilton Construction. This 
field will produce just 6,000 barrels per 
day from one well. Development costs of 
£15m are tiny in North Sea terms. The 
f ie ld l i e s 200 miles off the Fir th of 
Forth and seven miles north of Hamilton's 
Argyll field. The development i s possible 
because the production fac i l i t ies from the 
Argyll and Duncan fields can be physically 
transferred to the Innes f ie ld , thereby 
r e d u c i n g t h e deve lopmen t c o s t s 
significantly. Production from the much 
larger Brent f i e ld i s expected to reach 
i t s p la teau while product ion from 
Cormorant and Fulmer wi l l build up as 
development dr i l l ing proceeds. The Moss 
Morran natural gas liquids fractionation 
plant was s tar ted recently, supplied by 
the FLAGS (Far North Liquids and 
Associated Gas) pipeline network. The 
plant has s tar ted to produce propane, 
butane and natural gasoline using Brent 
feedstock, which wi l l be shipped out 
through the new terminal a t Braef oot Bay 
on the Firth of Forth. 
New gas developments have been stimulated 
by the upward movement in prices offered 
to producers by BGC. The South East 
I nde fa t i gab l e Pro jec t i s aimed a t 
recovering almost 500 cubic feet of gas 
from two f i e ld s , Sean North and Sean 
South, located some 60 miles offshore from 
the Bacton gas plant. The project i s 
designed to produce a peak buffer supply 
of up to 600 million cubic feet per day 
for BGC. Along with BGC's own Rough and 
Morecombe Bay developments this will help 
to counteract the decline in production 
from the established southern basin fields 
which have h i s to r i ca l ly been used to 
accommodate demand surges. This project 
costing over £500 mill ion, could begin 
production from the winter of 1986/87. 
Britain s t i l l may need, however, to import 
about a quarter of i t s natural gas by the 
end of the century, according to an Energy 
Department memorandum to the Commons 
Energy Committee. British Gas has argued 
that i t needs large quantities of Sleipner 
gas to f i l l the gap between projected UK 
supply and demand in the 1990's, but the 
Sleipner deal has now been shelved. 
ENERGY: COAL ELECTRICITY AND WATER 
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The index of indus t r ia l production for 
coal and coke in Scotland dropped from 48 
in the f i r s t quarter of 1984 to 8 in Q2. 
This massive drop was, of course, a direct 
r e s u l t of the miners ' s t r i k e but i t 
contras ts with a much higher index of 22 
for the UK as a whole which re f l ec t s the 
continued production in Midland pits . The 
index for other energy and water supply 
increasesd by 5% in Scotland to 120 while 
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in the UK as a whole i t f e l l by H to 124. 
The differing pictures painted by these 
two figures can also be explained by the 
miners' s t r ike i .e . , while, in the early 
stages of the dispute, the CEGB's concern 
about coal stocks and the poss ib i l i ty of 
power cuts led to a s l igh t reduction in 
output the SSEB increased i t s flow of 
"exporf'electricity to the CEGB by working 
Inverkip (previously on standby) a t fu l l 
power. The outcome of these developments 
was that the Scott ish index, which had 
been lagging well behind tha t of the UK, 
came back almost in l i n e with the 
aggregate UK index. 
As the p i t s t r ike approaches i t s f i r s t 
anniversary the general feeling i s that i t 
wi l l not l a s t much longer. Indeed, at 
p r e s e n t i t a p p e a r s t h a t t h e only 
sustaining factor i s the Government's and 
the Coal Board's, unwillingness to resume 
negotiations before the NUM have been seen 
to eat "humble pie". This a t t i tude of 
c o n f l i c t p o l i t i c s , which has been 
demonstrated by both sides throughout the 
dispute, should really have no place in an 
industry which i s supposedly run in the 
"public interest". 
One of the f inal blows to the NUM's case 
was the announcement in late December by 
the Energy Secretary tha t because of the 
healthy coal stock posit ion at power 
s ta t ions , the r e l a t ive ly expensive o i l 
burn was about to be reduced and replaced 
by an increased coal burn. The reasons 
for t h i s included; f i r s t , the continued 
and increasing production of some major 
c o a l f i e l d s in England, most notably 
Nottinghamshire, South Derbyshire and 
Leicestershire; secondly, the increased 
r a t e of coal impor t a t i on from the 
Continent; and, thirdly, the modification 
of many coal-fired power stations to allow 
a proportion of o i l usage has meant that 
up to 33% of t he i r e l e c t r i c i t y can be 
generated by o i l . In Scotland, i t i s 
intended to modify both Cockenzie and 
Longannet in this way in order to increase 
f lexibil i ty. 
With the likelihood of a fairly early end 
to the strike attention has shifted to the 
single most contentious issue of the 
dispute - the question of uneconomic 
p i t s . Since the Monopolies and Mergers 
Commission report in 1983 the pressure has 
been on the NCB to adopt more r e a l i s t i c 
and f i n a n c i a l l y sound e v a l u a t i o n 
t e c h n i q u e s of t h e pe r fo rmance of 
individual pits and areas. Ian MacGregor 
has adopted the suggestions by the MMC to 
some degree and wants a higher degree of 
autonomy and accountability to be passed 
down to the Area level while, at the same 
time, retaining overall planning control 
of production and investment at national 
level . The rea l question, however, i s 
what i s meant by an "uneconomic" pit? To 
date, the NCB has appeared to use the 
terms "economic" and "financially viable" 
synonymously, a popular though not 
forgiveable misconception. Wider issues 
associated with the effects on local areas 
and the national economy are j u s t as 
germane to an economic decision as are the 
accounting principles of profit and loss. 
Decisions on the future of Britain's coal 
industry should not, therefore, be l e f t 
entirely in the hands of the NCB. However 
t h i s statement does not imply tha t the 
responsibility for pit closures should be 
passed over, even in part, to the NUM. 
One approach to this vexed question is to 
have the evaluation of any p i t ' s future 
v i ab i l i t y taking place in a two stage 
process. The f i r s t stage would involve 
l o c a l NCB manageenet prepar ing an 
accounting analysis along the l ines of 
every other private business. As well as 
t h i s p r o f i t and l o s s balance sheet 
accounting, a d i rec tor ' s report (Area 
Di rec to r ) should a l so be prepared on 
future expectations, past performance and 
recommendations to the national board. 
If a p i t shows a pers is tent def ic i t ( ie . 
loss) on these accounts i t should be 
subjected to evaluation under the second 
stage of the process. The second stage of 
the evaluation procedure would consist of 
a new body ( the "Coal Council") with 
representat ives say, from the NCB (at 
national l eve l ) , the NUM, NACODS, the 
Government and ACAS which would commission 
an independent economic evaluation of the 
prospects for each endangered p i t . This 
consultants' study would have the remit of 
encapsulating the accounting analysis in a 
wider economic analysis which would take 
account of market prospects, the real 
Exchequer cost of closure, the impact of 
closure on the local economy and long and 
short-term energy cost as well as energy 
policy considerations. The r e su l t s of 
t h i s study would then be assessed by the 
Coal Council and a f inal decision made. 
Decis ions might include options l ike 
gradual rundown or planned investment 
being re-routed to local job creat ion 
programmes, as well as c losure or 
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retention. There i s , after a l l , no reason 
why s t ruc tura l change should be painful 
and unpleasant or , for t h a t mat te r 
immediate. 
This solution does not mean that the NCB's 
r ight to manage i s in question. The NCB 
i s the custodian of a publicly-owned 
enterprise and this solution ensures that 
wider economic and social i n t e re s t s are 
taken into account by groups who have a 
degree of expertise in that direction. 
The question of future prospects for a t 
leas t one of Scotland's p i t s , i t s oldest , 
has been answered without redress to any 
s o p h i s t i c a t e d eva lua t ion procedure. 
E a r l i e r t h i s month the coal face a t 
Frances col l iery was sealed off due to 
underground f i r e s and 500 jobs were los t 
as a r e s u l t . Almost immedia te ly , a 
f u r t he r 300 jobs were l o s t a t the 
adjoining Seafield p i t where one of the 
coal faces had to be closed due to gas 
build-up. 
months. The Government have blocked the 
£27bn Sleipner project for the supply of 
Norwegian North Sea gas, and now look 
l ike ly to r ea l i s e a much more f lexible 
deal involving a Euro-gas link through the 
Netherlands. I t i s hoped this plan, which 
would l ink Bri ta in to the gas grid which 
s t re tches as far as the USSR and Algeria, 
would be cheaper in terms of price per 
therm than the Sleipner deal. A further 
threat to indigenous energy production is 
the possibility of an under-Channel cable 
between the French electricity system and 
the British national grid. French nuclear 
over-capacity could ensure cheap supplies 
of e l e c t r i c i t y , as and when necessary in 
the UK. Finally, DRI Europe, an economic 
consultancy firm, has released a report 
which describes the prospects for European 
coal industr ies as bleak. They forecast 
lower production and increased imports for 
the UK and also that the level of energy 
demanded will only reach i t s 1980 level in 
1995. 
FOOD, DRINK AND TOBACCO 
Slightly better news for the Scottish 
coalfield came with the announcement that 
Ministers have accepted the argument that 
Ulster's Kilroot power station should be 
converted from oil to coal. However, it 
is not yet certain where the 800,000 
tonnes of coal per annum will come from. 
The most obvious choice, with nearby sea 
links, is the Ayrshire coalfield, which 
includes Killoch and Barony pits. It 
seems, however, that the NCB would prefer 
to supply from the opencast Ayrshire 
sites, operated by TGWU workers, rather 
than the deep-mines. Imports have also 
not been entirely ruled out by the 
Government. 
On the electricity front the Boddam power 
station at Peterhead, which began 
generation in 1983, is to be run down as 
its natural gas liquid feedstock is 
diverted to the Mossmorran petrochemical 
complex. The Peterhead plant currently 
supplies 20? of the electricity required 
in the SSEB area and its demise may be 
good news for Scottish coal demand until 
Torness nuclear power station begins 
operation in 1986/87. The long-term 
prospects for coal as an electricity 
generating and direct energy medium 
suffered further blows in the last three 
Output in the food industries in Scotland 
fell by 2% in the second quarter of 1984 
to a level of 106. Over the year to June 
1984, however, production was 3$ higher 
than the corresponding level for the 
previous 12 months. Output in the UK as a 
whole shows a broadly similar trend and in 
both Scotland and the UK the food sector 
remains one of the few sectors to have 
recovered to the pre-recession output 
levels of 1978/79. 
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Food still accounts for over 20? of 
average weekly household expenditure and 
in recent years competition for a share of 
this expenditure has been intense. New 
moves to tighten controls on the food 
industry could make the consumer food 
market even more difficult for some firms. 
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In December 1984, the Minis t ry of 
Agriculture produced a c o n s u l t a t i v e 
document outlining more extensive controls 
on the manufacture, sale and importation 
of food. Many of the proposed changes 
reflect growing public concern about the 
exact na tu re of the techniques and 
ingredients used in the manufacture of 
final food products. Any new legislation 
however i s unlikely to come into force 
before 1986. 
A number of expansion plans associated 
with the food sector in Scotland have 
recently been announced. Fine Fare, the 
retailing arm of Associated British Foods, 
have plans to open stores in Helensburgh, 
Dumfries, Drumchapel, Banff, Polmont, 
Stonehaven, Cowdenbeath, Barrhead and Ayr 
in the next 12 months with the creation of 
1,500 jobs. The Argyll group, which 
increased pre-tax prof i t s from £18.1 m to 
£23.6m in the six months to September on a 
turnover up 10% from £697m to £769m, i s 
expanding i t s food divis ion. At the end 
of 1984, i t opened a Presto s tore in 
Erskine. Three more Presto stores and one 
Templeton store are due to be opened by 
March 1985. The Glass Glover Group, food 
distributers and fresh fruit and vegetable 
importers, s igni f icant ly expanded i t s 
Scottish interests through the acquisition 
of the long-established Rankin's Frui t 
Markets of Edinburgh for approximately 
£3.1 m l a s t s December. In January 1985, 
William Low, the Dundee-based supermarket 
group, went south of the Border to acquire 
Low Stores, the Gateshead supermarket 
chain, for around £6.85m. 
In the food processing sector , fortunes 
have been mixed. A new meat-processing 
factory was opened las t month by Perimax 
whose headquarters are in Somerset. Sited 
in the Arbroath Enterprise Zone, the 
factory has provided jobs for 38 workers. 
In February, the fish-processing company, 
MacFisheries, of Fraserburgh was sold by 
Unilever to Clipper Seafoods of Aberdeen. 
Clipper currently employ 307 people in 
Aberdeen and how many of MacFisheries 680 
workers will retain their jobs after the 1 
March takeover is uncertain. 
The announcement of plans by Rowntree 
M a c k i n t o s h , t h e c h o c o l a t e and 
confectionery manufacturer, to close i t s 
Edinburgh fac tory in 1987 has been 
followed by a vigorous campaign to secure 
employment for i t s 700 workers most of 
whom are scheduled to lose their jobs some 
time in 1986. The closure i s part of a 
three year plant to rationalise production 
by concentrating manufacture of s imilar 
products on one s i te . Representatives of 
the f i ve unions with members a t the 
factory hope to persuade the company to 
keep a t l eas t one production l ine a t the 
f a c t o r y . Demands t h a t government 
assistance should be made available to 
save jobs have also been voiced by two 
Edinburgh Labour MP's. Edinburgh District 
council lors have also indicated tha t , if 
necessary they are prepared to meet the 
cost of a study into alternative uses for 
the Edinburgh plant. 
120 Drink & Tobacco Output 
110-
100; 
90-; 
80j 
70: 
7801 8402 
Output of the drink and tobacco sector in 
Scotland showed no change in the second 
quarter of 1981, confirming the view 
expressed in the last Commentary that the 
sec to r was exper ienc ing a period of 
r e l a t ive s t a b i l i t y , a lbe i t a t a very low 
l eve l of product ion . In the UK as a 
whole, however, the index of indus t r i a l 
production rose by 6% in the quarter to 
June 1984, approximately 23? higher than 
the corresponding Scottish level of 77. 
Continuing problems in the Scottish whisky 
industry have been a major factor in 
accounting for t h i s d i f f e r ence in 
performance. 
Declining c igare t t e markets have already 
taken the i r t o l l of the Scottish tobacco 
industry, with fewer than 3,000 workers 
l e f t in an industry which now centres 
mainly on cigar production in Glasgow. 
Consequently, government measures , 
introduced in January, to reduce the ta r 
yield of the average c igare t te wi l l not 
d i r e c t l y a f f ec t the Scottish tobacco 
industry. For the consumer, the new rules 
will mean that more brands of cigarettes 
wi l l now fa l l into the middle and higher 
tar categories unless manufacturers reduce 
the i r t a r y ie lds . The tobacco industry 
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also came under th spot l ight in January 
wi th the pub l i ca t i on by the B r i t i s h 
Medical Association of the r e su l t s of a 
survey on investment in the UK tobacco 
indus t ry . Named in the r e p o r t were 
several anti-smoking organisations in 
Scotland who apparently inadvertently held 
shares in companies with tobacco l inks . 
Implications for the tobacco industry are 
not yet clear. For Glasgow particularly, 
t h i s problem of conflicting interests i s 
d i f f i cu l t to resolve. I t was recently 
debated when the Glasgow 2000 campaign got 
underway with the objective of making the 
c i t y non-smoking by the turn of the 
century . Now some o r g a n i s a t i o n s in 
Glasgow f i nd t h e m s e l v e s in t h e 
embarrassing position of holding shares in 
companies with tobacco in t e res t s whils t 
simultanously supporting the Glasgow 2000 
campaign. One option i s to s e l l the 
shares in question, a course of action not 
n e c e s s a r i l y damaging t o the tobacco 
companies themselves. Glasgow Dis t r i c t 
Council , apparent ly sens i t ive to the 
possibility that the sale of shares could 
put Glasgow jobs in the industry at risk, 
has dec ided t o keep i t s £390,000 
shareholding in the Imperial Tobacco 
Group. The Council hopes to use i t s 
shareholding to persuade the company to 
d i v e r s i f y away from tobacco - r e l a t ed 
products. 
In the drinks sector, Scottish 4 Newcastle 
concluded in January the i r bid for the 
Inverness-based Moray Firth Maltings in a 
deal which valued the company at £24m. 
The acquisi t ion wi l l provide Scottish 4 
Newcastle with a secure source of malt to 
meet i t s own requirements. Although no 
redundancies are expected as a d i rect 
resu l t of the takeover, the acquisi t ion 
has led Scottish 4 Newcastle to close down 
i t s outdated Maltings in Edinburgh, with 
the loss of 25 jobs. S 4 N hope to absorb 
as many of the workforce as possible into 
other parts of the company. S 4 N have 
also announced that they are to end thier 
beer, d i s t r i b u t i o n ag reemen t w i t h 
Schweppes. The agreement whereby 
Schweppes were responsible for sales of S 
4 N's take-home products in England and 
Wales had been in operation since 1973. 
As from 30 June t h i s year , a new 
subsidiary, Scottish 4 Newcastle Breweries 
(Sales) wi l l take over t h i s function. 
Whilst brewing has been the mainstay of 
the company, ownership of hotels has also 
been a principal activity. Within a month 
of selling i t s Royal Scot Hotel in London, 
5 4 N's s u b s i d i a r y , T h i s t l e Hote l s , 
announced the sale of another of i t s 
London hote l s , the Royal Angus. These 
disposals r e f l ec t the group's plans to 
upgrade i t s hotel por t fol io to hotels of 
4-star status. Consequently further sales 
are likely. 
Elsewhere in the d r inks s e c t o r , the 
accounts of A G Barr, the soft drinks 
group, showed a decrease in prof i t s for 
the year to October 198M. Pre-tax profits 
f e l l by over 11% t o £3.1m on a s a l e s 
turnover of £.3^.7^0, unchanged from the 
previous year. Changing demand conditions 
which have put pressure on sales and 
prof i t margins have been contributory 
factors in the company's re la t ive ly d i s -
appointing performance. 
WHISKY 
The last quarter has been dominated by two 
pieces of home news which, while neither 
was entirely unexpected, were nevertheless 
unwelcome. In December Tomatin Disti l lers 
f inal ly gave up the unequal struggle 
against continuing losses and called in 
the receiver. A l i t t l e over half a decade 
ago the idea of a d i s t i l l e r going to the 
wall was unthinkable, and Tomatin's demise 
i s a ref lect ion of the severity of the 
recession in the industry. 
The company's problems sprang from i t s 
almost to t a l rel iance on the supply of 
f i l l i n g s (new whisky) for blending by 
other concerns, precisely the area which 
has been hardest h i t by the present glut 
of whisky. The s i tua t ion was not helped 
by Tomatin's inability or unwillingness to 
develop sales of t he i r own li t t le-known 
blends and malts. The irony i s that the 
company had invested heavily in the l a s t 
twenty years to make their only dist i l lery 
not only the largest but one of the best-
equipped in the country. The very fact 
tha t the plant had an annual capacity of 
some 5 million proof gallons helps to 
i l l u s t r a t e the nature of the problem -
even in the boom days of the mid-1970's 
l i t t l e more than 60? of capacity was ever 
actually achieved in a single year. 
Tomatin's particular problems suggest that 
t he r e i s no reason to expect other 
beleaguered d i s t i l l e r s to tread the same 
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sad path. However, i t may ensure tha t 
groups for whom whisky i s a minority 
interest will give serious thought to what 
business they rea l ly want to be in -
Hawker Siddeley i s perhaps the most 
obvious example. 
The other major event was the decision by 
D i s t i l l e r s Company to close another ten 
malt d i s t i l l e r i e s and two dark grain 
plants in March with the loss of 180 jobs. 
Th i s move, p r e d i c t e d in t h e l a s t 
Commentary, must be seen as part of DCL's 
retrenchment in Scotch. By the middle of 
1985 the company wi l l have closed 21 of 
i t s 45 malt d i s t i l l e r ies and two blending 
and bot t l ing plants at a t o t a l cost of 
around 1400 jobs, s p l i t equally between 
the Highlands and the central belt. 
These closures should go some way towards 
bringing supplies of f i l l i n g s more into 
l ine with demand, and are designed to 
leave both the company and the industry in 
bet ter shape for the second half of the 
decade. DCL's remaining d i s t i l l e r i e s 
should now be able to operate above the 
30? of c a p a c i t y which they have 
experienced of late without adding unduly 
to the company's massive unsold stocks, 
and the ' s i l e n t season' when production 
ceases altogether i s planned to be reduced 
from four to three months in the year. 
On a rather happier note, December saw 
the end of what the press described rather 
glamourously as the 'whisky war' with 
Italy. Since 1980, and with considerable 
help from the European Court of Jus t i ce , 
Britain has successfully persuaded Italy 
to remove nearly a l l of the most glaring 
acts of discrimination against Scotch, eg 
higher excise and value-added taxes than 
are levied on local s p i r i t s . Just as UK 
d i s t i l l e r s geared themselves up for a 
Chris tmas bonanza, I t a l i a n customs 
officials decided to seize a considerable 
proportion of Scotch imports in order to 
ascertain from lengthy laboratory t e s t s 
whether the bo t t l e s did indeed contain 
whisky and not l iquor d i s t i l l e d from 
molasses which a t t r a c t s a different rate 
of tax. Considerable behind-the-scenes 
d ip lomat ic a c t i v i t y r e s u l t e d in the 
release of the impounded whisky and an 
apology from the Italian government. 
Even more bizarre was the discovery of 
whisky being produced in Bulgaria and 
exported to I ta ly in fake Johnny Walker 
bo t t l e s . Counterfeit Scotch i s nothing 
new, but what makes t h i s find rather 
alarming i s the poss ib i l i ty of act ive 
s t a t e involvement in the transaction 
t h r o u g h t h e n a t i o n a l f o r w a r d i n g 
organisation. The Bulgarian authorities 
have so far maintained a discrete silence 
on the matter. 
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Looking at the industry as a whole, i t i s 
clear that overall production of whisky 
has been re l a t ive ly steady since 1981, 
although there are considerable seasonal 
f luctuat ions. Between the second and 
third quarters of 1984 production dropped 
from 69.4m to 42.4m l i t r e s of pure 
alcohol, the la t ter figure representing a 
4.7% f a l l over the same period in 1983. 
Interes t ingly t h i s percentage f a l l i s 
ent i re ly accounted for by grain whisky -
product ion of malt whisky a c t u a l l y 
increased slightly. 
Despite the various problems mentioned 
above the general feeling seems to be that 
1985 could be the year when the whisky 
industry f inal ly finds i t s feet again. 
Painful though they may be, the measures 
being undertaken by DCL are a r e a l i s t i c 
response to a recession which has proved 
longer and deeper than expected. As a 
final point i t i s worth noting tha t bulk 
sales of both malt and blended whisky 
continued to r i s e during 1984. Whether 
this i s short-term expediency or long-term 
lunacy remains to be seen. 
METAL INDUSTRIES 
The index of production fel l in the second 
quarter of 1983, a similar fal l of around 
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6% being experienced in the UK as a whole. 
However, while UK output increased a t an 
annual ra te of 9$ over the four quarters 
to mid-1983, output fel l by 6% in Scotland 
over the corresponding period. 
substantially increased turnover from just 
under £l8m to almost £32.9m, with profits 
increasing by a s imilar proportion to 
almost £33m. 
In Scotland the main development over the 
past quarter was the announcement by BSC 
of closure of the Glengarnock ro l l ing 
mi l l . BSC contends that t h i s closure i s 
necessary to secure markets and to 
maximise the long-term employment 
prospects for the Corporation as a whole. 
This decision on closure represents a 
marked reversal of opinion within BSC on 
operations at Glengarnock. While Chairman 
of BSC Ian MacGregor praised the attitudes 
and f l e x i b i l i t y in working pract ices of 
the Glengarnock workforce. 
The steel industry generally continues to 
be dominated by debate on controls . In 
the EEC the substant ia l bar r ie rs to both 
internal and external trade are due to be 
dismantled at the end of this year. While 
production ta rge ts seem l ikely to be 
achieved, there is less prospect that the 
targets for removal of national subsidies 
and for r e s t r u c t u r i n g w i l l be met, 
p a r t i c u l a r l y in I t a l y and F r a n c e . 
Production quotas have been breached, 
however, and recently BSC along with 
S a c i l o r and Us inor of France and 
Salzgitter of West Germany were fined by 
the European Commission. BSC, the company 
fined most heavily, have indicated that 
the i r breach of quotas in 1982/3 was 
deliberate and was motivated by a drive to 
satisfy a growth in customer demand. EEC 
controls wi l l most probably be retained 
in to 1986 in part because of ta rge ts not 
being met, but also as a response to the 
US decision to impose import restrictions 
(see last Commentary). As pointed out in 
previous Commentaries the outcome of the 
d e b a t e on c o n t r o l s has i m p o r t a n t 
i m p l i c a t i o n s for t he f u t u r e of 
Ravenscraig. 
In a bid to re ta in the mi l l Glengarnock 
workers offered cons ide rab le fu r the r 
changes in working pract ices aimed a t 
reducing c o s t s and they argued t h a t 
additional savings could be achieved if 
s t ee l were sourced from the cheapest 
supply, Lackenby on Teeside, rather than 
from Ravenscraig. The case for retention 
also included consideration of the social 
and economic consequences of closure for 
t he l o c a l a r ea and t h e p o s s i b l e 
i m p l i c a t i o n s for the fu tu re of the 
Ravenscraig complex. BSC rejected the 
case for re tent ion, however, and the 
Glengarnock mill will close in March with 
the loss of 203 jobs, and the transfer of 
production to Shelton. 
MECHANICAL ENGINEERING 
Elsewhere, there have been encouraging 
signs. British Mean Sheet i s to invest a 
further £H.4m in i t s aluminium ro l l ing 
operations at Falkirk and at Rogerstone in 
South Wales. This investment i s intended 
to improve q u a l i t y and reduce costs . 
Murray I n t e r n a t i o n a l M e t a l s , t h e 
EdinDurgh-based d i s t r ibu t ion group, has 
The index of production for mechanical 
engineering slumped by 10 points between 
the f i r s t and second quarters of 1984, and 
reached i t s lowest point since this series 
started in 1980. The size of the collapse 
was e x a g g e r a t e d by a bunching of 
deliveries to the off-shore sector in the 
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f i r s t quarter of 1984. This gave the 
appearance of a recovery in mechanical 
engineering, when in fact the underlying 
trend has been downwards. Since the 
beginning of t h i s year Babcock Power and 
Alex Findlay ( s t ruc tura l engineers) have 
both announced large scale redundancies, 
and John Boyd Cranes have announced that 
their Dumfries plant is to be closed. 
The one s e c t o r w i t h i n m e c h a n i c a l 
engineering tha t has held up during the 
recession has been fabricated steelwork. 
This was the only mechanical engineering 
sector within the UK that was producing at 
l e v e l s above those in 1980 a t the 
beginning of 1984. Many f i rms had 
succeeded in moving into the production of 
parts for offshore platforms for the o i l 
industry. Motherwell Bridge and Highland 
F a b r i c a t o r s are well-known S c o t t i s h 
examples of firms who have succeeded in 
this area. 
Recent ly , however, t h e r e has been a 
decline in offshore orders, and the UK 
Index of Production for f a b r i c a t e d 
constructional steelwork fel l from 113 in 
the f i rs t quarter of 1984 to 67 in the 3rd 
quarter. Cutbacks in t h i s sector appear 
to be the main explanation for the s l ide 
in S c o t t i s h mechanical eng inee r ing . 
Manufacturers in Scotland are also facing 
strong competition from England, and 
Marathon Oil has just awarded a £22m order 
to three English offshore fabr ica tors -
Redpath Engineering, Press Production and 
Davy Offshore. F a b r i c a t i o n f i rms in 
Scotland had a l so tendered for t h i s 
contract. 
A more temporary exp lana t ion of the 
d e c l i n e i n ' S c o t l a n d ' s m e c h a n i c a l 
engineering has been the effect of the 
miners ' s t r i k e on mining machinery 
manufacturers. Anderson Strathclyde has 
been forced into short- t ime working and 
some redundancies. They have, however, 
had some success in subs t i tu t ing exports 
for sales to the NCB. 
There are signs tha t UK investment in 
plant and machinery started to pick up in 
1984. There was an 8% rise in expenditure 
on these items between the f i r s t and 
second quarters of 1984, but a t the same 
time imports of industrial machinery have 
been r i s ing , and, with a few exceptions 
(notably machine tools) the recovery in 
investment does not appear to have been 
feeding through to mechanical engineering 
firms anywhere in the UK. 
UK mechanical engineering exports did, 
however, rise by 5 points between the 2nd 
and 3rd quarters of 1984. Mechanical 
engineering i s very export orientated 
(over one thi rd of Scotland's mechanical 
engineering i s sold overseas) and i t has 
been surprising that export sales have not 
benefited from the fa l l in sterling before 
this . The recent Scottish Business Survey 
confirms this boost in exports with 60% of 
mechanical engineer ing respondents 
reporting r i s ing export sa les , and the 
remaining 40? reporting that export sales 
had remained steady. In the previous 
Scottish Business Survey in September 1984 
only 6% of mechanical engineering firms 
reported that exports were increasing with 
28% suffering a fal l in export sales. 
Many of the large Scott ish mechanical 
engineering firms have side-stepped the 
recession in UK sales by expanding into 
overseas subsidiar ies . This i s why some 
of these firms are returning good results 
even when Scottish production is at a very 
low level . The Howden Group i s a good 
example. Howden reported an 8% r i se in 
prof i t s in the half year up to the end of 
October 1984. At the same time employment 
and turnover in Howden's UK plants has 
been fa l l ing , and two th i rds of Howden's 
s a l e s are now produced by overseas 
s u b s i d i a r i e s . Howden has r e c e n t l y 
a c q u i r e d a n o t h e r s u b s i d i a r y , a 
manufacturer of mil i tary equipment in 
Florida. 
Anderson Strathclyde i s a t present s t i l l 
predominantly based in the UK, although in 
1983 approximately 1,500 of the i r 5,400 
employees were located overseas. However, 
Anderson Strathclyde's recent good results 
(turnover up 17.5% in the half year to 
September 1984) was ent i re ly due to the 
performance of i t s most recent acqui-
s i t i on , the US company National Mine 
Service. UK production fel l over the same 
period due to the coal dispute. 
The Weir Group, on the other hand, which 
s t i l l serves mainly the UK market, only 
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managed a very modest r ise in turnover of 
l e ss than 2% for the half year to June 
1984. After considerable redundancies and 
res t ructur ing a few years ago, Weir has 
now moved back in to p ro f i t ab i l i t y and i s 
benefitting from sales of pumps to the oil 
sector. 
The high degree to which large Scottish 
mechanical engineering firms hold overseas 
subsidiar ies , and the level of overseas 
ownership of plants in Scotland, may be 
one explanation why mechanical engineering 
exports have not been picking up as much 
as expected. The overseas subsidiaries or 
parent companies can satisfy any increase 
in demand in foreign markets. The rise in 
turnover may be fed through to the profits 
of Scottish firms, but not to production 
and employment in Scotland. 
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whereas only 3% experienced a decrease. 
The res t of the UK and export markets 
contributed much more to these increased 
sales than the Scottish market which was 
mainly fal l . Capacity util isation in the 
industry is very high although there are 
differing regional fortunes. For example, 
in Edinburgh and Glasgow where utilisation 
rates are 91% and 69% respectively. 
A major part of the e lectronics industry 
in Scotland, the semi-conductor sector 
(which accounts for around 20% of Scottish 
employment in electronics) i s suffering 
from an unforeseen mismatch of supply and 
demand. In early 1984 the main bottleneck 
in the electronics field seemed to be the 
supply of m i c r o p r o c e s s o r s , and, 
consequently, the main producers stepped 
up the i r wafer fabrication output. As 
1984 ended uncer ta in ty enveloped the 
industry which had experienced nine months 
of high growth. A downturn in the 
business cycle appeared to be looming much 
f a s t e r than indus t ry a n a l y s t s had 
forecast . As a r e su l t , investment plans 
were ei ther scrapped or delayed. The 
£100m investment programme at National 
Semiconductor in Greenock came into the 
la t ter category and short-time working at 
the plant has recently been announced. 
The speed of the downturn has apparently 
been precipitated by over-ordering on the 
part of major customers and difficulties 
faced in the personal/home computer market 
which have resulted in a number of firms 
going out of business and cancelling chip 
orders or, indeed, reselling stocks. 
The index of production for Scotland 
showed continuing strong growth in the 
second quarter of 1984 r i s ing by 12% on 
the f i r s t quarter. This represented a 20% 
change in the l a t e s t four quarters over 
the previous four, a markedly higher 
change than for the UK as a whole, where 
the corresponding year-on-year increase 
was only 10%. Despite the problems being 
f e l t by the semi-conductor industry, the 
buoyancy in e l ec t r i ca l and electronic 
engineering continues to be reflected in 
the Scottish Business Survey. A net 60% 
of respondents experienced an increase in 
the t o t a l volume of new orders in the 
three months to January 1985, with export 
orders increasing most. 
Sales also advanced rapidly with 81% of 
respondents expressing an increase in 
to ta l volume over the l a s t three months 
I t i s expected that a price war amongst 
t h e major s u p p l i e r s w i l l ensue 
(competition in t h i s par t icular f ield 
normally affecting prices rather than 
production) but fortunately many of the 
Scottish-based producers (eg Burr-Brown, 
General Instruments and Hughes Micro-
electronics) are among the companies less 
vulnerable to market fluctuations as they 
are heavily involved in custom chip and 
up-market production. However, firms like 
National Semi and Motorola are more open 
to the vagaries of the market. A further 
threat to some semi-conductor manufac-
turers Motorola in particular seems about 
to come from Japanese sources. Both 
Hitachi and NEC, which has a Scottish 
facil i ty, have developed their own micro-
processor designs and are poised to 
chal lenge US f i rms head-on in the 
lucra t ive microprocessor market. NEC 
claim that the i r "V ser ies" can act as 
30 
replacement microprocessors in IBM 
personal computers, the b igges t -se l l ing 
PC's on the market. 
Although not a new development in 
e lec t ronics , the s i t ing of components on 
printed circui t boards using the "surface 
mounting" technique i s se t for much more 
widespread adoption in the next few years. 
This system would replace the slower and 
less r e l i ab l e conventional process of 
flow-soldering chips onto the underside of 
PCB's. As high volume production begins 
the "surface mounting" system i s also 
expected to become cheaper. In 1980 40? 
of components were inserted by machine and 
60? were f i t t ed manually. I t has been 
forecast that by 1985 30% of components 
wi l l be surface mounted and 50? machine 
inserted, while by 1990 the figures wi l l 
be 50? and 40? respectively. This devel-
opment wi l l cer ta in ly have employment 
implications but these wi l l not become 
clear un t i l the technique of high volume 
surface mounting i s perfected. 
Uncer t a in ty , as demonstrated in the 
changing fortunes of the semi-conductor 
i n d u s t r y , and r a p i d t e c h n o l o g i c a l 
i n n o v a t i o n , as d i s p l a y e d by t h e 
possibility of surface mounting, are two 
factors which contribute to the high 
v o l a t i l i t y of the e lect ronics business. 
Whereas new investments in Scotland have 
abounded in the past few years bringing 
with them much welcomed jobs i t is not the 
kind of basket in which to place a l l one's 
eggs. The "leading edge" of technology, 
regardless of which industry i s being 
examined, brings with i t a high casualty 
r a t e as wel l as the oppor tun i ty for 
excep t iona l success . Electronics i s 
characterised by leading edge technology 
to a g r e a t e r ex t en t than prev ious ly 
experienced in any other industry. 
One lesson to be learned from changing 
technology i s the necessity to continue 
and to expand research and development 
programmes. This makes the government's 
decision to place a moratorium on the 
second Microprocessor Industry Support 
Programme (MISP2) difficult to comprehend. 
MISP2 was set to provide £120m in aid over 
the next s ix years to f i rms in the 
microprocessor f ie ld and if t h i s review 
results in MISP2 being abandoned a number 
of investment projects may be lost to the 
domestic-based industry. 
Apart from the news of short-time working 
at National Semiconductor, other firm news 
was reasonably good in the l a s t three 
months. Ferrant i secured over £30m in 
contracts from various defence departments 
to supply equipment as d i v e r s e as 
sophisticated target-finders for bombs and 
sonar equipment. Hughes Microelectronics 
announced a £25m development programme at 
i t s Glenrothes f a c i l i t y which wi l l mean 
500 jobs over the next f ive y e a r s . 
Honeywell at Newhouse won a £33m contract 
to supply computer terminal equipment to 
the DHSS. 
Racal announced reduced half year prof i t 
f igures which h i t share prices but the 
defence radar opera t ion (based in 
Scotland) has continued to do well in both 
sales and p ro f i t terms. An even bigger 
success story i s that of the Scot t ish-
owned Prestwick Circuits which has doubled 
the size of i t s PCB production by opening 
a new un i t a t I r v i n e . The firm are 
currently spending £11m on an expansion 
programme which should be complete by 
early 1986. 
Finally, the Engineering Industry Training 
Board i s se t t ing aside £0.8m in grants to 
set up training schemes to train engineers 
and technicians in high-tech ski l ls . This 
development i s essent ia l in order to 
maintain the supply of highly sk i l led 
labour in electronics and to increase the 
competitiveness of UK products which may 
be affected because of the premium ra tes 
firms currently have to pay for scarce, 
highly-trained labour. 
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Yet again the Scottish Index of Production 
for this sector has undergone s ta t i s t ica l 
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revision since the last quarter, the need 
for revisions being caused by the l a t e 
reporting of some firms. This problem 
of data revision was highlighted in the 
l a s t Commentary and, al though the 
revisions in t h i s quarter are not as 
radical as last time, they s t i l l transform 
an apparent increase in orders in the 
f i rs t quarter of 1984 into a decline. The 
f i g u r e s i s sued over the l a s t t h r e e 
quarters are shown below. 
INDEX OF PRODUCTION FOR TRANSPORT 
EQUIPMENT 1984 FIGURES REPORTED IN: 
1983 Q1 
02 
Q3 
Q4 
1984 Q1 
02 
June 
82 
95 
87 
77 
August 
81 
94 
85 
88 
91 
November 
81 
94 
85 
88 
87 
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This sector i s dominated by a small number 
of very large establishments. Conse-
quently, the addition of one or two new 
resu l t s can radical ly a l t e r the Index. 
Given the recent size of these revisions, 
i t seems prudent to ignore the most recent 
figure. 
Shipbuilding in Scotland is looking fairly 
bright on most fronts at the moment. In 
recent years the merchant and offshore 
sectors have been struggling, while yards 
s p e c i a l i s i n g in warships have been 
performing well . The recently improved 
performance of European yards against Far 
East competitors, reported in the l a s t 
Commentary, has continued, however, with 
new orders in both the merchant and off-
shore sectors. 
Ferguson Ailsa has recently won a £5m 
order from Seaforth Maritime for two off-
shore supply boats. This order was won 
despite competition from Japan and Korea. 
The order should now bring the Troon yard 
back to full capacity. As reported in the 
last Commentary, Govan Shipbuilders, the 
other major merchant shipbuilding yard in 
Scotland, i s also fully occupied, and 
favourite to win new orders from North Sea 
Ferries and for bulk carriers from Turkey 
and Hong Kong. The black spot in the 
merchant sector i s the Henry Robb yard 
which closed down in 1984 with the loss of 
400 jobs. The yard has now been acquired 
by Scaflon, who are involved in both ship 
repair and off-shore fabrication. Scaflon 
do not expect t o c r ea t e new jobs 
ini t ia l ly . Instead they plan to transfer 
t h e i r p resen t operat ions from Inver-
keithing. They hope eventually to create 
70 new jobs. 
In the offshore sector UIE (formerly John 
Brown's) has recently secured a £50m order 
for a d r i l l i n g r i g from the US firm, 
Transworld Dril l ing. This should secure 
the jobs of the exist ing 530 workers and 
i s expected to c r e a t e another 500 
temporary posts. Transworld has also 
taken out an opt ion on a second r i g 
depending on delivery and sa t i s fac t ion 
with this order. 
The future for Scott Lithgow s t i l l remains 
uncertain. The yard failed in i t s bid for 
a major r e f i t of the submarine Otter. 
Under the Government's p r i v a t i s a t i o n 
policy this order was put out to a private 
rather than a naval yard. Trafalgar House 
pol icy i s t o cont inue bidding for 
submarine r e f i t s for Scott Lithgow, but 
redundancies appear l ike ly in the near 
future. 
The l a s t quarter has seen most a t tent ion 
focused on B r i t i s h Sh ipbu i lde r s ' two 
warship yards - Yarrows and Hall Russell. 
The l a s t Commentary noted that Yarrows 
have fu l l order books, and therefore are 
proving a popular purchase. Trafalgar 
House, GEC, and Yarrow's former owners, 
Yarrow pic, are apparently a l l interested. 
There has been p l a n s fo r a j o i n t 
management-worker buy-out of the two yards 
as one concern. While 99* of workers at 
HallRussell voted in favour of the plan, 
the project was blocked by Yarrow workers' 
boycott of a ballot in support of the buy-
out. Apparently workers at Yarrow did 
not want to express support for any buyers 
u n t i l they knew the cond i t i ons t h a t 
prospective new owners were offering. 
Management and workers at Hall Russell may 
now make an independent bid for the i r 
yard, but this will depend on whether the 
deadline for bids i s once again put back 
from 15 February. 
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Other sectors of transport equipment have 
had v a r i a b l e fo r tunes over the l a s t 
quarter. Bri t ish Aerospace continue to 
enjoy buoyant orders for the i r Jetstream 
31 produced at Prestwick; £32 million 
worth of orders have come in from two 
American air l ines, and another £13 million 
from a Dutch firm. 
The future of production of engines for 
BL's Roadrunner a t Bathgate remains 
uncertain. Perkins of Peterborough have 
developed a new range of diesel engines 
which would su i t the Roadrunner. These 
are due to be ready in about two years, 
and would co inc ide wi th BL's planned 
closure of Bathgate. BL has said that 
they will consider purchasing engines from 
Bathgate af ter 1986 if a buyer can be 
found for the p l a n t , but to date no 
defini te purchaser has appeared, and 
Perkins wi l l undoubtedly face any new 
owner with strong competition. 
Scottish f igures for the period were 
disappointing at 103 and 100 respectively 
after the good growth through 1983 (1983 
average 105). The volume of chemicals 
capital expenditure in the UK rose by 8.5$ 
in the f i r s t half of 1984 compared with 
the same period in 1983. Employment in 
the industry also rose in both the second 
and th i rd quar ters , the f i r s t time there 
has been a r i s e in two consecut ive 
quarters since 1979. 
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UK s a l e s of B r i t i s h made commercial 
vehicles fel l between 1983 and 1984, with 
BL's share fa l l ing from 20.7% in 1983 to 
18.4? in 1984. This f a l l was the r e su l t 
of a 7% r i se in imports of commercial 
vehicles. BL's trucks have, however, been 
an exception to t h i s trend, and enjoyed a 
small (3.5%) r i se in the number of trucks 
sold in the UK. Volvo, who have a plant 
at Irvine, also managed a 15% increase in 
sales of trucks to the UK market. 
The most disappointing news in the sector 
has been the announcement of large scale 
redundancies at BR's Springburn works. BR 
management and the unions are disputing 
the likely size of the redundancies. The 
unions claim tha t the workforce could be 
reduced from i t s present 1,748 to just 500 
in three years. BR say tha t cutbacks are 
necessary because modern ro l l ing stock 
does not need the level of maintenance 
necessary for older models. 
CHEMICALS AND MAN-MADE FIBRES 
The indices of indus t r i a l production for 
both Chemicals and Man-made Fibres in the 
UK remained steady at 110 in the f i r s t two 
quarters of 1984 at leve ls well above 
those of 1983. The corresponding 
Despite the upturn in activity in 1983 and 
1984 the medium to long term prospects for 
the industry in the UK remain disturbing. 
Three important commodity sectors, petro-
chemicals, inorganic and f e r t i l i s e r s , 
which together account for 50% of the 
industry's output are l ikely to contract 
by 1990. The decline in these areas, 
according to the Chemicals EDC of the 
National Development Office, wi l l more 
than offset expansion in other sectors , 
namely pharmaceuticals and specialised 
organic chemicals. The net result will be 
a shrinkage of the industry as a whole. 
This s i t u a t i o n has a r i s e n through 
developments in customer indust r ies such 
as c o n s t r u c t i o n , t e x t i l e s and motor 
v e h i c l e s a s w e l l a s t h rough t h e 
deterioration in export competitiveness. 
ICI appears to have won a partial victory 
in i t s High Court battle against Esso and 
Shell concerning the pricing policy of 
ethane gas supplies to the i r new petro-
chemical complex at Moss Morran. ICI on 
the grounds of unfair treatment, contested 
the decision on tax breaks by the Inland 
Revenue which effectively allowed Esso and 
Shell to supply ethane gas from the North 
Sea to their ethylene plant at Moss Morran 
at 10p per therm, which i s at l e a s t 30% 
below the free market price. The court 
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decision, subject to appeals, could create 
problems for Esso and Shell . The two 
companies reported in evidence to the 
Court that to achieve a 5% real ra te of 
return on their investment at Moss Morran 
they would require supplies of ethane at a 
price of 14.1p per therm. This r a t e of 
r e t u r n a p p e a r s to be in j e o p a r d y 
considering the judges remark that a real 
arms length price of ethane would be a t 
least 15p per therm. 
This does not in any way imply that the 
future of Moss Morran i s a t r i sk . As the 
newest and most efficient plant in Europe 
i t wi l l survive by vir tue of having the 
lowest manufacturing c o s t s for the 
production of ethylene. 
A report by the Atomic Energy Research 
Establishment a t Harwell has concluded 
that there i s no evidence that the Re-Chem 
p l an t a t Bonnybridge has made any 
substant ial contributions to leve ls of 
dioxin and re la ted toxins found in soi l 
near the plant. The findings have been 
disputed however, by the Society for the 
C o n t r o l of Troublesome and Toxic 
Industrial Emission and Greenpeace, on the 
grounds t h a t the r e p o r t was f u l l of 
imponderables , based on t e n t a t i v e 
conclusions from information from abroad. 
The government-ordered inquiry into the 
incidence of cancer deaths in the vicinity 
of the Re-Chem plant has been informed by 
a senior paediatrician that a 'disturbing' 
number of babies were born at Falkirk 
Royal Infirmary l a s t year with serious 
deformities. Much of the controversy 
surrounding the plant has centred on the 
incineration of polychlorinated biphenyls 
(PCB). For complete degradation of PCB 
incineration must be carried out a t a 
t e m p e r a t u r e of 1000°C; a t lower 
temperatures PCBs can generate a range of 
dioxins and furans. 
The Glaxo pharmaceutical company have 
announced a £45m investment programme to 
increase production of Zantac (used in the 
treatment of duodenal ulcers) a t the i r 
fac tor ies in Annan and Montrose. The 
Annan development w i l l r e s u l t in an 
increase in the workforce from 180 to 200. 
TEXTILES, LEATHER, CLOTHUC AND FOOTWEAR 
As predicted in the l a s t Commentary, the 
index of product ion for Sco t land ' s 
t e x t i l e s , footwear, leather and clothing 
manufacturers levelled out in the second 
quarter of 1984. This was the f i r s t 
quarter since the end of 1982 in which the 
seasonally adjusted index has not shown an 
improvement. 
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The l a s t Commentary noted the strong 
recovery in the wool, t e x t i l e s and 
knitwear sectors . These sectors , which 
are heavily export-orientated, have been 
able to b e n e f i t from the dec l ine of 
s te r l ing against the dol lar , and, more 
recently, against European currencies. 
The l a s t t h r ee months have produced 
further evidence oi the recovery in th i s 
sector. G & G Kynoch, manufacturers of 
woollen cloth, converted a loss of £14,070 
in 1983 to a £91,059 profit in 1984, while 
increasing turnover by 51%. Bonar pic of 
Dundee and Bairdwear pic both reported 
considerably improved r e s u l t s for the 
f i r s t half of 1984. The National 
Associa t ion of Hosiery and Knitwear 
Workers, who represent most Scottish 
knitwear workers outside of Hawick, report 
tha t they are enjoying a r i s e in the i r 
membership. A similar rise in membership 
was reported in the l a s t Commentary for 
the GMBU, who represent Hawick knitwear 
workers and the wool t e x t i l e sector. 
There seems l i t t l e doubt that employment 
has been rising for some time in textiles 
and knitwear. 
Appreciation of s te r l ing for a short 
period at the beginning of 1984 may be one 
reason why sales and production levelled 
off in the middle of the year. The 
further s l ide of the pound l a t e r in the 
year might p rec ip i t a te another boost in 
export sales. In the most recent Scottish 
Business Survey 68% of t e x t i l e , leather 
and clothing firms reported a rise in the 
volume of new export orders, and only 4% 
had suffered a decline in export orders. 
The last Commentary mentioned moves to set 
up a Scottish Knitwear Marketing Organisa-
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tion which would help to consolidate the 
recent boom in Scottish knitwear exports. 
Both employers' organisations and trade 
unions have been lobbying for t h i s . 
Manufacturers are offering to fund half 
the costs if the Scottish Office cover the 
remainder - about £30,000 to 40,000 over 
four years. Although there has been no 
formal announcement, i t appears that 
George Younger has rejected the project. 
Texti les and knitwear only account for 
about 50% of Scott ish employment in t h i s 
sector. Most of the remainder l i e s in 
clothing manufacture, with a small number 
in the footwear and leather industry. 
Unt i l very r e c e n t l y , both c lo th ing 
manufacture and the leather industry in 
Scotland were depressed. Unlike wool 
t e x t i l e s and kni twear , these sectors 
mainly serve UK markets, which were very 
weak. Conditions have recently improved 
in both these sectors , but for different 
reasons. 
Over the l a s t six months many Scottish 
c l o t h i n g m a n u f a c t u r e r s have been 
expanding, and some have complained of 
d i f f i c u l t i e s in finding enough ski l led 
machinists. This revival appears to be 
mainly derived from the growth in re ta i l 
sa les . Clothing sa les are the fas tes t 
growing r e t a i l sector in the UK, and 
jumped 8.5% in volume between the f i r s t 
and second quarters of 1984, with further 
but l e ss dramatic increases l a t e r in the 
year. Clothing manufacturers may also 
have been helped by the dec l i ne of 
s t e r l i n g , which has made them more 
competitive against low cost imports. 
I t is s t i l l too early for this turnaround 
to show up in the index of production, but 
the October 1984 Scottish Business Survey 
reported tha t the most important growth 
area in clothing and texti le sales was the 
res t of the UK. In that survey 43% of 
respondents had increased the volume of 
thei r sales to the res t of the Uk, and 
none had suffered a decline in sales to 
th i s area. In the most recent survey the 
percentage experiencing a rise in sales to 
the res t s of the UK was up to 62%. Sales 
in Scotland were also rising. 
One notable exception i s the manufacture 
of j e a n s . Firms in t h i s s ec to r are 
suffering from a shift in tastes away from 
denim. The US firm, Levi Strauss, have 
recently reported very poor r e s u l t s , and 
the i r Scottish plant i s apparently no 
exception. They may be forced to lay off 
some workers. 
The Scottish leather industry had been in 
considerable difficulties up to 1983, with 
most of the firms suffering losses over 
several years. Leather was sold mainly in 
t h e UK t o shoe and f u r n i t u r e 
m a n u f a c t u r e r s , and bo th of t h e s e 
indust r ies have suffered a decline in 
recent years. In order to compensate for 
the slump in sales to the home market, 
Scottish leather firms have, in the las t 2 
or 3 yea r s , pursued s a l e s ove r seas . 
Orders from European car manufacturers 
(for car seat upholstery) have been a 
notable success. 
Last year the STUC formed a t e x t i l e and 
clothing sub-committee in response to the 
massive decline in Scottish employment in 
this sector in recent years. I t includes 
representatives of al l the unions who have 
members working in these industries. The 
committee has expressed concern over 
recent indicat ions that the Multi Fibre 
Agreement (MFA) may be abandoned when i t 
expires at the end of July 1986. 
The UK government commissioned a report on 
t r a d e in t e x t i l e s and c lo th ing from 
Professor Silberston of Imperial College 
London. The report was published at the 
end of l a s t year , and advocated the 
remova l of a l l t r a d i n g b a r r i e r s . 
Professor Silberston suggests that the MFA 
should be dismantled over several years, 
and that at the same time pressure should 
put on Third World countries to remove 
their own barriers to text i le and clothing 
imports. The report recognises that the 
end of the MFA would lead to a t l eas t 
10,000 and possibly 50,000 job losses in 
the UK industry. Professor Silberston 
believes that these jobs would be more 
than compensated for by a growth in other 
UK indus t r ies . This growth would take 
place both because consumers would re -
distribute expenditure to other consumer 
goods as a result of the fal l in the price 
of clothing and because the change in 
trading rules would cause the pound to 
f a l l , and thereby increase UK export 
sales. 
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The Trade M i n i s t e r , Paul Channon, has 
invi ted in te res ted p a r t i e s t o comment on 
the r e p o r t . Since i t s p u b l i c a t i o n , the 
Br i t i sh Clothing Idustry Association, the 
B r i t i s h T e x t i l e Confederat ion and t h e 
K n i t t i n g I n d u s t r i e s F e d e r a t i o n have 
produced a j o i n t response c l a iming t h a t 
most of the conclusions of the Si lberston 
Report were mis -gu ided , and t h a t the 
p r e d i c t i o n s of t h e a d d i t i o n a l 
u n e m p l o y m e n t , r e s u l t i n g from t h e 
a b a n d o n i n g of t h e MFA, a r e g r o s s l y 
over-estimated. 
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The STUC commit tee has r e c e n t l y had a 
j o i n t meet ing w i th t h e i r c o u n t e r p a r t s 
among employers a s s o c i a t i o n s . They a re 
now seeking a j o i n t meet ing w i th t h e 
Department of Trade and Industry in order 
t o argue the case for the extension of the 
MFA. 
Fol lowing a very sharp r i s e i n t h e f i r s t 
q u a r t e r of l a s t yea r , p roduct ion in t h i s 
sector f e l l by 3% in the 2nd quarter to an 
index l e v e l of 95. However for the year 
to June 1984, output was 4% higher than in 
the preceeding year. 
OTHER MINERALS AND MINERAL PRODUCTS 
According t o r e c e n t S c o t t i s h B u s i n e s s 
S u r v e y r e s u l t s , t h e m a j o r i t y of 
responden ts exper ienced no strong change 
in the t r end of volume of s a l e s and new 
o r d e r s i n t h e l a s t q u a r t e r of 1984. An 
even l a r g e r ma jo r i t y expect the t r end t o 
remain f l a t in t h e f i r s t q u a r t e r of 1985. 
On balance, the prospects for employment 
a r e s l i g h t l y more favourab le than in the 
l a s t q u a r t e r of 1984 when none of the 
respondents i nc reased employment. Over 
t h e t h r e e months t o March, a s m a l l 
p e r c e n t a g e of r e s p o n d e n t s e x p e c t t o 
i n c r e a s e employment in t h e i r companies. 
Over a q u a r t e r , however, a n t i c i p a t e some 
reduction. 
The index of p roduc t ion for t h e S c o t t i s h 
sector rose to 86 (1980=100) in the second 
q u a r t e r of 1984, accord ing t o t h e l a t e s t 
data. This impl ies a marginal improvement 
in performance over the same q u a r t e r in 
1983. However, t ak ing t h e twe lve months 
to June 1984 over the corresponding period 
a year e a r l i e r , the index sugges t s t h a t 
p roduct ion in Scot land dec l ined by 2%, a 
r e l a t ive ly worse performance than tha t of 
t h e UK a s a who le f o r which o u t p u t 
s t a b i l i s e d . The dependence of t h e 
S c o t t i s h i n d u s t r i e s i n t h i s s e c t o r on 
demand from the whisky industry and from 
c o n s t r u c t i o n a c t i v i t y e x p l a i n s t h e poor 
p roduc t ion l e v e l s recorded for t h e f i r s t 
h a l f of 1984, and a s t h e s e l a t t e r 
indus t r ies remain r e l a t ive ly depressed, so 
mus t t h e o u t l o o k f o r t h e g l a s s and 
building mater ia l s indus t r i es . 
For the 200 workers of John Bartholomew, 
the Edinburgh-based map p u b l i s h e r s , job 
prospects are l i ke ly to have been improved 
fo l lowing the purchase of the company by 
Mr Rupert Murdoch's News I n t e r n a t i o n a l 
Group. Bartholomew, seeking to become the 
l a r g e s t c a r t o g r a p h i c o p e r a t i o n in the 
wor ld , w i l l handle from Edinburgh the 
sa les and d i s t r i bu t ion of a l l Times Books, 
a t l a s e s and o t h e r p u b l i c a t i o n s , t h u s 
s t r e n g t h e n i n g t h e l i n k s b e t w e e n t h e 
company and i t s major cus tomers Times 
Books. The company, which w i l l re ta in i t s 
famous name, was bought from Reader 's 
Digest Association for an undisclosed sum. 
One of the most i n t e r e s t i n g developments 
in the pub l i sh ing indus t ry in 1985 i s 
l i k e l y to be t h e f l o t a t i o n l a t e r in the 
year of 49* of Robert Maxwell 's S c o t t i s h 
newspapers , the Daily Record and the 
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Sunday Mail. The two Scott ish t i t l e s , 
with projected profits for 1985 of between 
£3m and £4m on a turnover of £55m, are by 
far the most profitable part of the Mirror 
Newspaper group. F lo ta t ion of other 
t i t l e s in the group will not be undertaken 
unt i l they have been put on a sounder 
profit basis. The £20m or so likely to be 
raised by the f lo ta t ion of the Scottish 
t i t l e s w i l l he lp Mr Maxwell e f f e c t 
modernisation and cos t -cut t ing plans to 
achieve this aim. Generally, news of the 
intended f lo ta t ion has been welcomed in 
S c o t l a n d where i t i s seen as an 
opportunity to maintain the Scott ish 
ident i ty of the papers. The Scott ish 
subsidiary of the group has a combined 
c i rcu la t ion of 1.5 million and employs 
over 1000 people. No redundancies are 
expected to result from the flotation. 
The arguments for and against widening the 
coverage of VAT go further than the impact 
of the tax on a s ingle industry but the 
publishing and printing industry is in no 
doubt tha t an extension of VAT in the 
forthcoming Budget to include items such 
as books, magazines and newspapers would 
be very damaging indeed. Results of a 
study commissioned by the Newspaper 
Society has i n d i c a t e d t h a t in the 
newspaper industry alone up to 7,000 jobs 
and 100 t i t l e s could be lost if 15% VAT is 
imposed on newspaper cover pr ices and 
advertisements. The Scottish Publishers* 
Association has also forecast tha t many 
firms in the industry currently exis t ing 
on very low prof i t margins wi l l close. 
There are, of course, several options open 
to the Government. Clearly, the industry 
would like the Government to maintain the 
s ta tus quo. If VAT i s to be introduced, 
however, i t could be phased in over a 
period of time to minimise damage to the 
industry. Alternatively, the Government 
could e x e r c i s e an exemption op t ion , 
applicable to certain areas of publishing 
and p r i n t i n g , eg. educa t iona l books, 
a c c o r d i n g t o some d e f i n i t i o n of 
"educa t iona l" . In the meantime, the 
industry must wait until the Government's 
wide-ranging review of VAT has been 
completed and i t s conclusions revealed. 
OTHER MANUFACTURING 
The index of indus t r i a l production for 
other manufacturing in Scotland rose by 1% 
to 100 in the second quarter of 1984. 
This i s the best second quarter figure 
s ince 1980 and r e p r e s e n t s a b e t t e r 
performance than for the UK as a whole 
where output f e l l by 1? to an index of 94 
in the same per iod . Never the le s s , 
according to the January Scottish Business 
Survey, the ra te of capacity u t i l i s a t i o n 
in Scotland was reported to be 41?, and 
61% of respondents to the January CBI 
Survey indicated that they were operating 
below capacity. In both surveys, demand 
was ident i f ied as the factor l ike ly to 
l imit output in the f i r s t quarter of 1985. 
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In the tyre industry, many companies have 
been affected by falling domestic vehicle 
product ion , combined with inceased 
competition from cheap tyre imports. In 
addition, growth in the tyre replacement 
market has not kept pace with growth in 
the car and commercial vehicle population 
because the industry's own technological 
developments have improved tyre l i f e and 
p e r f o r m a n c e . The r e c e s s i o n has 
exacerbated these problems. The French-
owned Michelin UK, the l a r g e s t t y r e 
manufacturer in Bri ta in , i s the l a t e s t 
company to announce severe measures to cut 
losses and to steamline production in line 
with estimated demand in the la t ter half 
of the 1980s. Around 2,400 jobs w i l l be 
lost this year at the company's Stoke-on-
Trent plant and a further 200 at Burnley. 
For the Scottish plants, however, the news 
has been b e t t e r . As a r e s u l t of the 
company's decision to concentrate tyre 
production at i t s most e f f ic ient plants , 
employment a t the Dundee p lan t w i l l 
actually increase this year. The Aberdeen 
factory which supplies s tee l cord for 
Michelin i s expected to maintain i t s 
workforce of 350. 
In the t imber and wooden f u r n i t u r e 
i n d u s t r i e s t h e r e have been some 
encouraging developments. Hollis and Esa, 
manufacturers of educational furniture and 
a member of Mr Robert Maxwell's Pergammon 
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Press group, has bought A H Mcintosh, the 
Kirkcaldy-based f u r n i t u r e f i rm, thus 
securing the jobs of almost 300 people. 
Mcintosh, which had been the subject to a 
rescue operation by the SDA and other 
organisations l e s s than three years ago, 
ca l l ed in the r ece ive r in November. 
However, hopes had been high that a buyer 
would be found and the factory was l e f t 
fully operational whilst negotiations for 
a sale were undertaken. 
In the August Commentary a t tent ion was 
drawn to the apparently counter-intuitive 
behaviour of dissolutions ie the cyclical 
peak of the economy coinciding with the 
peak in dissolutions and vice-versa for a 
t rough. The conclusion was t h a t 
institutional rather than economic factors 
had an important role to play. 
Despite d i f f i cu l t trading c o n d i t i o n s , 
Brownlee, the Glasgow-based timber and 
building merchants, have repor ted an 
increase in p ro f i t ab i l i t y in the f i r s t 
half of t h i s f inancial year, and are 
cautiously opt imis t ic of turning in a 
sound performance for the fu l l f inancial 
year . They have r e c e n t l y opened a 
building materials centre next to the i r 
existing premises in Inverness. 
The Companies Registration Office has been 
increasingly concerned with the rapidly 
increasing growth in Scottish company 
formations since 1959 which has not been 
matched by similar growth in dissolutions. 
The problem for them i s the resources 
which must be devoted to chasing up the 
annual returns of companies which are 
effectively dormant. Until recently the 
power to dissolve companies which failed 
to make returns on a reasonably regular 
basis was used sparingly, but has tended 
to be much more frequently exercised of 
l a t e . 
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1 2 0 0 ; 
I l 1 I I I I I I I ! I M ! 1 I I I I ! I I I M I I I I 
7801 8402 
This may go some of the way to explaining 
why the pattern of dissolut ions does not 
behave in the expected manner, but does 
not of course explain the apparently pro-
cycl ical behaviour. I t does, however, 
i l l u s t r a t e once again the l imited use 
which can be made of the raw data. 
150 Q. Total Scottish Company 
1 o o ra Dissolutions 
I I I H I I I I I I I I I I I I I I I I I I ' I I I I I I 
7801 8402 
Company formations in the fourth quarter 
were s l ight ly up on the thi rd quarter a t 
1,241. Dissolutions f e l l for the second 
quarter in a row, from 691 to 594. 
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The Service Sector 
THE FINANCIAL SECTOR 
Although the recent dramatic r i s e in 
interest rates with i t s consequent effects 
throughout the economy overshadows other 
events in the f inancial sector , the past 
months have a l s o been no tab le for a 
success ion of major even t s . The 
successful launch of British Telecom, the 
f lo ta t ion plans for the Trustee Savings 
Bank (TSB), the prospec t of major 
r egu la to ry changes r e l a t i n g to the 
protection of investors (see Perspective 
1) and the continued restructuring of the 
f i n a n c i a l s ec to r through merger and 
a c q u i s i t i o n h i g h l i g h t the s e c t o r ' s 
importance and the long-term changes that 
are taking place. 
The i n t e r e s t r a t e r i s e heralded a 
s u b s t a n t i a l i n c r e a s e in the cos t of 
borrowing to industry and households and 
must have serious implications for capital 
investment. Short-term projects and less 
profi table long-term p r o j e c t s may be 
postponed or in some cases even abandoned 
as the higher r a t e s reduce company 
p ro f i t ab i l i t y and, hence, the prospects 
for new investment and growth. 
For households the rise in mortgage rates 
to reflect the increase was inevitable and 
a further r i s e may be necessary. The 
size of the rise has been moderated by the 
surplus of funds experienced by some 
bu i ld ing s o c i e t i e s t o g e t h e r with an 
expected reduction in demand for new 
loans, although new issues of National 
Savings bonds and possible privatisations, 
with their associated outflows, may change 
the competitive position of the societies. 
In any event the impact on domestic budget 
will be severe for some families. 
In contrast to the pl ight of borrowers, 
savers benefit from the increase in rates. 
So also do some financial intermediar ies 
such as banks since the money s i t t i n g in 
cu r r en t accounts may now be more 
profitably l en t . Given the fixed costs 
of the money transmission mechanism the 
resu l t i s to provide the major c learers 
with s u b s t a n t i a l gains provided, of 
course, that further taxes are not heaped 
on them. 
The s t r eng then ing of the f i n a n c i a l 
posit ion of the banks coincides with the 
announcement of a number of major changes. 
The Royal Bank i s to s t reng then i t s 
merchant banking arm by acqui r ing 
Charterhouse Japhet , f inancing the 
transaction through a rights issue. The 
aim i s to rectify the Bank's weaknesses in 
some 01 i t s merchant banking services. 
i t i s in te res t ing to speculate whether 
further purchases may be on the way to 
provide the bank with the integrated range 
of f inancial services tha t some of the 
major c learers and a number of other 
i n s t i t u t i ons are intent on providing. 
The a c q u i s i t i o n by Standard Life of 
Barclays 34.3% holding in the Bank of 
Scotland opens up the possibility of a new 
financial conglomerate and suggests that 
t he bank w i l l become much more 
aggressively involved in the marketing of 
f inancial services such as insurance and 
presumably, fund management. I t also 
opens the way for the Bank to compete for 
business in England more aggressively than 
has perhaps been possible in the past. 
The Bank's announcement of e lectronic 
banking available through Prestel may 
herald the dawn or a new age both for 
banks and for consumers. The incentive 
to the Bank is the prospect of gaining new 
customers ithout the expense of acquiring 
a branch network. The benefit to the 
consumer i s the ease and convenience of 
t ransact ions . The move to e lectronic 
t ransfers i s bound to come but i t i s not 
clear that the prof i t s wi l l go to the 
p ionee r s . The charges and out lay 
required from the user of the system do 
not appear cheap, while the costs to the 
bank in gaining acceptance are bound to be 
heavy i f i t i s r e a l l y t o a t t r a c t 
substant ia l new consumers. Computer 
'buffs ' may find the system novel and 
acceptable but the public a t large wi l l 
almost cer ta inly require a considerable 
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increase in computer l i t e racy before i t 
becomes a viable a l ternat ive to a branch 
network. Demonstration in local branches 
i s almost cer ta inly necessary but that 
defeats the intention of the scheme! 
The success of the Br i t i sh Telecom issue 
and the subsequent rise in i t s share price 
is a subject of congratulation to both the 
Government and i t s advisers and to the 
small investors who have benefitted so 
handsomely. With the bene f i t of 
hindsight, i t i s clear that a higher new 
issue price could have been set but the 
Government s t i l l has reason to be pleased. 
The expansion or share ownership accords 
with their philosophy while the ability of 
the market to absorb, without difficulty, 
such a s i z e a b l e i s sue i n d i c a t e s the 
strength and capacity of the financial 
sector to meet the financing needs of 
industry. I t also suggests that there 
will be no difficulty in floating off the 
Trustee Savings Bank a t the end of the 
year (see Perspective 3). I t looks at 
the moment providing the loose ends over 
ownership are al l satisfactorily tied up, 
that the TSB wi l l be an easi ly saleable 
investment. I t s low gearing and clean 
portfolion in addition to the increase in 
i t s c a p i t a l base as a r e s u l t of the 
f lo ta t ion put i t in an enormously strong 
posit ion. Management expert ise may be 
stretched in the near future but given i t s 
resources there i s l i t t l e reason why i t 
shouldn't e i ther buy other i n s t i t u t ions 
with s t rong management or r e c r u i t 
outsiders with suitable experience. The 
b igges t fear must be of management 
investing rapidly in areas outside their 
own expertise. The desire, if i t exists, 
to become a major financial supermarket, 
whilst understandable, should be resisted, 
at l eas t un t i l the Bank has consolidated 
and digested the changes that have already 
taken place. 
Also, of in te res t in recent months has 
been the changes that have taken place 
amongst the investment i n s t i t u t i ons . 
General Accident appears at long l a s t to 
have woken up to the importance of unit 
linked pol ic ies . The company i s to 
launch ten unit funds each embracing a 
major type of investment such as fixed 
interest, property or Japanese companies. 
These will be available to the holders of 
new pol ic ies tha t are being launched and 
allow investors considerable f l ex ib i l i t y 
i n i t i a l l y in t he i r investment choice and 
the poss ib i l i ty of switching funds over 
time. The scheme i s an in teres t ing one 
and given the size of General Accident 
will undoubtedly be sold in some quantity. 
But the speed of response of the company 
to trends tha t have been apparent for 
years ra i ses serious doubts about the 
ab i l i ty of management to cope in rapidly 
changing f inancial markets. There i s , 
af ter a l l , no reason to believe that the 
insurance market wi l l be insulated from 
the changes that are taking place. 
Besides unit linked pol ic ies a number of 
moves to t i e investment t r u s t s to 
insurance bonds have been announced. 
City of Edinburgh Life provides a managed 
single premium bond invested in Ivory & 
Sime trusts and follows earlier efforts by 
Commercial Union, Sun Life and Scottish 
Equi tab le . Ivory & Sime have a l so 
secured part of the Scottish Transport 
G r o u p ' s p e n s i o n fund b u s i n e s s . 
Previously managed by the Royal Bank the 
con t r ac t has now been s p l i t between 
Schroeders and Ivory & Sime. The loss of 
part of this business to a London-based 
in s t i t u t ion i s to be regretted given the 
e x p e r t i s e of t h i s type a v a i l a b l e in 
Scotland. 
Reorganisation of the investment t rus t 
s ec to r i s a l so coming about s lowly. 
Edinburgh Investment Trust has joined with 
F i r s t Scottish American and Northern 
American to form Dunedin Fund Managers. 
The aim i s to provide more specialised 
fund management for the t rus t s with the 
intention of securing for the t r u s t s a 
wider shareholder base. Aberdeen Trust 
has responded to the chal lenge of a 
s u b s t a n t i a l d i s c o u n t by g i v i n g 
shareholders the chance to wind up the 
trust every three years. The discount on 
the t rus t i s now substant ial ly below the 
sector average, a consequence of both this 
policy and the 19% stake in the trust held 
by London and Manchester Assurance. I t 
i s a pity that more t rus t s do not follow 
th i s path of offering shareholders the 
option of winding the t rus t s up. There 
can be l i t t l e doubt that many of the 
problems of the investment sector would 
disappear one way or the other. 
DISTRIBUTIVE TRADES 
According to the most recent r esu l t s of 
the S c o t t i s h Business Survey (SBS), 
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wholesalers enjoyed a good las t quarter of 
1984, wi th a net 14% of respondents 
r epo r t i ng increased sa l e s during the 
period. A net 24% of firms expected 
further sales increases in the f i r s t 
quarter of t h i s year. However, fa l l ing 
actual and expected total employment masks 
contrasting trends in full-time and part-
time employment, with the former falling 
substant ia l ly and the l a t t e r actual ly 
rising somewhat. 
Overall, wholesalers did not feel more 
o p t i m i s t i c abou t g e n e r a l t r a d i n g 
conditions in December than they had done 
in September. However, the number of 
firms which had made upward revisions to 
their investment intentions increased to a 
net posi t ive 17% in the fourth quarter 
compared with net 4% in the third. 
A summary of the wholesa le SBS for 
December by geographical area is given in 
the table below. 
GEOGRAPHICAL RESPONSES TO DECEMBER 1984 
SBS SURVEY: WHOLESALING 
B a l a n c e o f 
responses i n : 
Item 
G 
% 
D 
% 
A 
% 
Overall confidence UP +48 -49 -64 +14 
Actual sales UP +83 -23 -58 + 8 
Expected sales UP +18 +35 0 +27 
Actual employment UP + 8 - 3 9 - 3 1 -30 
Expected employment UP + 3 -55 0 -24 
Investment 
intentions UP +39 +24 0 - 1 
Key: G= Glasgow, 
E =Edinburgh, 
D= Dundee, 
A = Aberdeen 
Bearing in mind the r e l a t ive ly small 
sample s izes , wholesalers in Glasgow 
appear to have enjoyed a be t te r fourth 
quarter performance than those in other 
a reas and, perhaps because of t h i s , 
Glasgow wholesalers also seemed somewhat 
more opt imis t ic about prospects for the 
f i r s t quarter of 1985. 
In the UK as a whole, retai l sales reached 
record levels in the last quarter of 1984 
and the SBS survey suggests that Scottish 
r e t a i l e r s shared in the boom. A net 57% 
of re ta i l respondents indicated that sales 
showed an upward trend between September 
and December. Furthermore, 54% of firms 
expected sa les to grow further in the 
f i r s t quarter of 1985 while only 10% 
expected a decline. 
Unlike wholesaling, r e t a i l employment, 
both fu l l - t ime and par t - t ime, grew over 
the l a s t quarter of 1984 and a balance 
(plus 13%) of respondents expected further 
employment increases in the f i r s t three 
months of this year, but only in part-time 
employment. 
Some 34% of firms in the SBS sample f e l t 
t h a t lack of f loorspace might be a 
constraint on future sales growth. Given 
t h i s , and the heal thy s a l e s t rend 
mentioned above, i t i s surprising to note 
t h a t only a g r o s s 6% ( n e t 3%) of 
respondents had made upward revisions to 
investment intent ions between September 
and December. 
A geographical breakdown of SBS r e t a i l 
responses i s given in the table below. 
Glasgow and Edinburgh retai lers appear to 
have had a be t te r fourth quarter than 
those in Dundee and Aberdeen. However, 
as in the September SBS results (reported 
in the previous Commentary), Edinburgh 
r e t a i l e r s remain l ess opt imis t ic about 
short-term future prospects than might be 
e x p e c t e d on t h e b a s i s of a c t u a l 
performance. 
The recen t i npu t -ou tpu t t a b l e s for 
Scotland provide new information on the 
motor trade industry in Scotland, a lbe i t 
for 1979. In that year the value of 
motor trade gross margin ( ie excluding 
the value of vehicles bought and sold) was 
£599 mill ion. The industry paid £226 
mill ion of employment income and made 
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gross prof i t s of £63 million. Overall, 
motor trades accounted for 2.0$ of 1979 
Scottish Gross Domestic Product. 
GEOGRAPHICAL RESPONSES TO SBS SURVEY 
DECEMBER 1984: RETAILING 
Item 
Overall confidence UP 
Actual sales UP 
Expected sales UP 
Actual employment UP 
Expected employment UP 
Investment 
intentions UP 
G 
t 
+47 
+78 
+71 
+49 
+31 
Balance of 
responses in: 
E 
% 
+19 
+77 
+27 
- 2 
- 8 
D A 
% % 
+10 + 2 
+30 +44 
- 1 +59 
-19 +34 
+ 9 + 6 
+ 3 + 2 4 + 6 
Key: G = Glasgow 
E = Edinburgh 
D = Dundee 
A = Aberdeen 
CENTRAL AND LOCAL GOVERNMENT 
The White Paper on Government Expenditure 
plans was published in January. The 
public housing programme in Scotland for 
the 1985/86 financial year has a budget of 
£598m, a reduc t ion of £71m over the 
previous year's allocation. The programme 
covers net capi ta l expenditure (after 
taking account of receipts from house 
sales and disposals of susrplus property) 
by l o c a l a u t h o r i t i e s , the SSHA, the 
Housing Corporation and the New Towns, as 
well as current expenditure. The level of 
housing support grant (HSG), paid by 
central government to local authorities to 
fund the de f ic i t between the i r relevant 
current expenditure and income totals, has 
been cut to £48m for next year, jus t over 
one-fifth of the 1980/81 figure. The 
settlement of this grant was based on the 
assumption that councils would raise more 
funds from rents in the coming year, 
increasing them by an average £1 per week. 
If the councils choose not to f u l f i l l 
government expectations on t h i s , then 
the i r ab i l i ty to provide resources from 
the rates fund has been constrained by the 
introduction of a l imit on this source, of 
£89.5m for 1985/86. I t seems that , if 
councils stick to this l imit then capital 
expenditure allocations can be boosted by 
around £40m, but any excess funding out of 
ra tes wi l l be balanced out by a lower 
al locat ion on the capi ta l side. These 
current and capital budgets will determine 
the improvements which local au thor i t ies 
can make to the i r housing stock. The 
expenditure which is taken into account in 
determining the HSG includes a 'management 
and maintenance' element; put a t an 
average of £262 per house by central 
government in the 1984/85 settlement for 
Scotland. In the new provisions, the 
figure has been increased by 4$ intended 
to keep expenditure constant in real 
terms, despite the fact that the local 
authorities budgeted an excess of 8% over 
the government's calculation for 1984/85. 
Under these conditions current maintenance 
and management provision can be improved 
in real terms only a t the expense of 
sacr i f ic ing some capi ta l funds, which 
could be d i r ec t ed towards s t ruc tura l 
defects, new building etc. 
TOURISM 
I t was widely predicted that 1984 would be 
a 'boom' year for tourism in Great Britain 
and Scotland's hotel industry anticipated 
a return to the occupancy levels of the 
l a t e 1970s. This optimism was largely 
due to the fa l l ing value of s t e r l ing , 
especially against the US dol lar , and 
evidence that the major Western industrial 
economies, led by the United States, were 
at las t emerging from the recession. 
The United States market i s of v i t a l 
importance to Scottish tourism. The 
Internat ional Passenger Survey (collated 
by the Department of Trade and Industry 
and published in Business Monitor MQ6 
"Overseas Travel and Tourism") identif ied 
the United States as the largest source of 
overseas visitors to this country in 1983, 
the l a t e s t year for which data are 
available. American t o u r i s t s accounted 
for 31$ of al l overseas trips to Scotland 
in that year. Including Canada, North 
America generates four out of ten overseas 
t o u r i s t t r i p s to cot land and 37? of 
overseas visitor spending. 
The importance of overseas v i s i t o r s to 
Scotland i s continuously stressed by the 
Scott ish Tourist Board (STB), which l ike 
the national tour i s t boards for England 
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and Wales, emphasises overseas t ou r i s t 
expenditure in i t s annual repor ts . The 
British Tourist Authority (BTA) estimates 
that overseas v i s i t o r s spend up to three 
times as much as domestic t o u r i s t s in 
Britain. Yet the International Passengers 
Survey indicates tha t overseas v i s i t o r s 
average per capita daily spend in Scotland 
was only just over 50% higher than that of 
domestic v i s i t o r s during 1983. This 
apparent discrepancy arises from the fact 
that overseas visi tors to Britain in 1983 
had a £37.7 average per capita daily spend 
in London whils t the figure for Scotland 
was only £17.8. The average per capita 
spend for overseas visi tors to Britain as 
a whole was £25.1 for that year which was 
41% higher than t h a t recorded for 
Scotland. Thus, i t can be seen tha t the 
grea tes t portion of overseas v i s i t o r s ' 
expenditure i s incurred in London and i t 
i s misleading to think of overseas tourism 
to Scotland as having the same value as to 
B r i t a i n as a whole. Never the le s s , 
overseas v i s i t o r s to Scotland, whilst 
accounting for only 10% of total t r ips in 
1983, took up 19% of t o t a l bednights and 
accounted for 26% of t o t a l spending. 
Hence, their perceived relative importance 
to tourism and to the hotel industry in 
particular (see Feature Article). 
There has been considerable reportage that 
1984 was indeed a boom year in Scotland 
and to ascer ta in the accuracy of t h i s we 
can look to the 'Scottish Hotel Occupancy 
S u r v e y ' . As s t a t e d in t h e l a s t 
Commentary the Scott ish Hotel Occupancy 
Survey i s sponsored by STB. However i t 
i s no longer carr ied out by the Tourism 
and Recreation Research Unit (TRRU) of 
Edinburgh University but by the Centre for 
Leisure Research (CLR) at Dunfermline 
College of Physical Education. I t i s a 
monthly postal survey ranging across the 
whole spectrum of the Scott ish hotel 
i n d u s t r y . I t s f i nd ings for ho t e l 
bedspace occupancy for 1984 are presented 
in Table 1 wi th the r e s u l t s of the 
previous four years given for comparison. 
Respondents to the 1984 Survey reported 
higher occupancy ra tes for each month of 
1984 than those recorded by the Survey 
over the preceding four years. The 
techniques employed by CLR are the same as 
those used previously by TRRU. Thus the 
increases are not a t t r i bu tab le to any 
change in data collection or analysis. 
TABLE 1 HOTEL BEDSPACE OCCUPANCY RATES 
FOR SCOTLAND 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 
1980 
X 
19 
25 
28 
32 
42 
49 
52 
56 
47 
39 
24 
19 
1981 
% 
20 
28 
25 
32 
41 
44 
43 
52 
49 
36 
22 
17 
1982 
% 
19 
25 
27 
35 
41 
49 
50 
58 
52 
35 
22 
20 
1983 
% 
21 
27 
26 
32 
43 
48 
54 
62 
58 
41 
27 
21 
1984 
% 
22 
28 
30 
38 
45 
53 
58 
64 
58 
43 
29 
22 
Source: Scottish Hotel Occupancy Survey 
Although these are the be s t r e s u l t s 
recorded by the Survey during the l a s t 
five years, they s t i l l do not represent a 
return to the 'boom1 years of the l a t e 
1970s. In the years 1977 and 1978 the 
Survey recorded bedspace occupancy rates 
of 70% for the peak month of August 
compared t o 64% for l a s t y e a r . 
Furthermore, occupancy rates in those two 
years equalled or exceeded 60% for the 
four months whereas this was only achieved 
once, in August, during 1984. 
Can t h i s improved pe r fo rmance be 
attributed to the anticipated increase in 
overseas v i s i t o r s staying in Scottish 
hotels? The data in Table 2, which are 
again drawn from the Scott ish Hotels 
Occupancy Survey's findings, would not 
appear to suggest so. For Scotland's 
ho t e l indus t ry as a whole overseas 
v i s i t o r s provide only a very small 
contribution to occupancy rates. Except 
for the main summer holiday months, their 
impact i s negligible and no clear trend is 
discernible over the l a s t five years of 
the Survey. 
The most dramatic result in the survey is 
that for August which indicates a nine 
percentage point increase in overseas 
occupancy on August 1983. Yet overall 
occupancy rates for August 1984 only rose 
two percentage points on the previous 
year's findings. When compared to the 
results recorded for overseas occupancies 
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TABLE 2 OVERSEAS OCCUPANCY RATES FOR 
SCOTTISH HOTELS 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 
1980 
* 
1 
2 
3 
3 
7 
11 
14 
13 
9 
5 
2 
1 
1981 
* 
2 
1 
2 
it 
7 
8 
10 
13 
9 
6 
2 
2 
1982 
% 
3 
3 
3 
4 
6 
7 
10 
11 
16 
5 
2 
2 
1983 
* 
3 
4 
4 
3 
6 
9 
12 
14 
10 
6 
3 
2 
1984 
% 
2 
3 
3 
5 
8 
11 
12 
23 
11 
6 
4 
2 
Source: Scottish Hotel Occupancy Survey 
in 1977 and 1978, l a s t yea r ' s Survey 
records s ignif icant ly lower r e su l t s for 
the main holiday season with the only 
exception being August. In 1977 and 1978 
the August findings were 16% and 20? 
respectively as opposed to 235 for August 
1984. Based on the Survey's findings i t 
would appear tha t there i s no d i rec t 
correlation between overseas occupancy and 
o v e r a l l occupancy r a t e s for Scottish 
hotels as a whole. 
The Labour Market 
The costs associated with the hir ing and 
f i r i n g of employees r e s u l t in the 
development of labour markets within firms 
- an argument spelt out in some detail in 
the November 1984 issue of the Commentary. 
In these internal labour markets, firms 
can, wi th in l i m i t s , vary the labour 
services they derive from a workforce of a 
given s ize by, for example, reducing 
s h o r t - t i m e working or by i nc r ea s ing 
overtime working. Firms are l ike ly to 
respond to perceived changes in demand 
i n i t i a l l y via i n t e r n a l labour market 
changes, ra ther than by resor t ing to the 
external market perhaps by posting new 
vacancies and then adding to their labour 
force. This i s so because in ternal 
labour market responses have the property 
of being highly f l ex ib le : they may be 
implemented virtually instantaneously; and 
they are easi ly revers ib le . External 
l a b o u r m a r k e t a d j u s t m e n t s a r e 
comparatively inf lexible: taking on new 
employees tends to take time and incur 
considerable expense; employment decisions 
tend to be very costly to reverse. 
Whilst even sustained demand changes are 
l ike ly to have the i r i n i t i a l impact in 
internal labour markets, their effect will 
g radua l ly s p i l l over i n t o e x t e r n a l 
m a r k e t s . Once o p p o r t u n i t i e s for 
increasing effort per hour are exhausted, 
further use of the in ternal market i s 
l ikely to be cost ly. The premium paid 
for over t ime (and l i k e l y i m p l i c i t 
contracts with the labour force) ensures 
that there w i l l come a point where i t 
appears economically attractive to resort 
to the external market, and to reduce the 
use of (or a t l e a s t make no addit ional 
demands on) the in te rna l market. The 
current behaviour of in ternal markets 
consequently may provide a useful guide to 
the future behaviour of external markets 
and, thus, to likely changes in vacancies, 
e m p l o y m e n t and u n e m p l o y m e n t . 
Accordingly, t h i s review begins with a 
consideration of recent trends in internal 
labour markets. 
DEVELOPMENTS IN INTERNAL LABOUR MARKETS 
All in ternal labour market responses 
involve changing the output produced by a 
given labour force (and stock of other 
fac tors) , ie a l l such responses should 
g i v e r i s e t o a change in l a b o u r 
productivity measured as output per person 
employed. Indeed, t h i s measure of 
productivity i t s e l f provides a useful 
i n d i c a t o r of i n t e r n a l labour market 
ac t iv i ty and we make use of i t in our 
subsequent analysis . However, there 
exist three main channels by which firms 
can effect an in ternal labour market 
adjustment: through changed effor t per 
hour; via changes in short-t ime working 
per employee; or by changes in overtime 
hours per employee. Scottish data permit 
the calculation or series to reflect each 
of these channels for manufacturing as a 
whole. The l a s t two may be calculated 
directly, and the f i r s t can be captured by 
a se r ies for output per person hour 
(adjusted to re f lec t both short- t ime and 
overtime working). Even these measures 
require for the i r construction several 
simple assumptions such as a constant 
forty-hour standard working week and the 
constancy of part-time employment within 
the manufacturing sector , because of the 
absence of r e l e v a n t i n f o r m a t i o n . 
Na tu ra l ly t o the ex ten t t h a t these 
assumptions are not satisfied in practice, 
the constructed in ternal labour market 
indicators wi l l provide a biased view of 
actual developments. For example, if the 
trend to increased employment of part-time 
employees apparent in the economy as a 
whole i s mirrored in the manufacturing 
sector , recent changes in output per 
person hour would understate the extent of 
the true productivity boom, which would be 
reflected in a series of output per ful l-
time equivalent person hour. 
Attempts to obtain indicators of internal 
labour market ac t iv i ty for individual 
manufacturing indust r ies are beset by 
a d d i t i o n a l problems. F i r s t , the 
quarterly se r ies for short- t ime working 
and overtime hours are not disaggregated 
by industry, so that the three mechanisms 
of internal labour market activity cannot 
be separated out on an individual industry 
basis. Secondly, even the overall output 
per person productivity measure i s subject 
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to the d i f f icul ty that the change to the 
1980 SIC ra ises much greater problems of 
comparability for individual industr ies 
than i t does for manufacturing as a whole. 
Recent observations are consequently part 
of a very short time series, which raises 
difficulties even for the construction of 
a crude seasonally-adjusted ser ies for 
employment by industry. 
The difficulties are even more pronounced 
for service industries. For many service 
i n d u s t r i e s the o f f i c i a l measures of 
'output' are heavily based on employment 
da ta , so t h a t labour ' p r o d u c t i v i t y ' 
measures are l ike ly primarily to reflect 
the assumptions of those who constructed 
the s e r i e s . Since, in gene ra l , no 
independent measure of productivity i s 
avai lable , no meaningful internal labour 
marke t a c t i v i t y i n d i c a t o r can be 
calculated. 
The overall indicator of internal labour 
market activity, namely output per person, 
continued to increase in the f i r s t and 
second quarters of 1984, although a t a 
rather lower rate than previously - as i s 
clear from the accompanying graph. On a 
seasonally adjusted basis t h i s increase 
r e f l e c t s the net e f f ec t of s l i g h t 
reductions in manufacturing employment and 
s l i g h t i n c r e a s e s in t h e index of 
production for manufacturing in these 
quarters . The fact that the recent 
increase in productivity has occurred 
against the background of a decline in 
employment suggests that i t i s unlikely to 
herald a likely beneficial spillover into 
the external labour market in the near 
future. I t seems more likely to reflect 
adjustment by firms to eliminate what they 
have come to regard as "excess capacity" 
in t h e i r stock of labour s e r v i c e s . 
However, even if t h i s in terpre ta t ion i s 
correct i t does imply that any future 
upturn in demand i s likely to impinge more 
rapidly on the external labour market that 
would otherwise have been the case. 
The graphs for the hours los t through 
short-time working per person, overtime 
worked per person and output per person 
hour i n d i c a t e t h a t the inc rease in 
internal labour market activity reflects a 
combination of the use of a l l t h r e e 
i n t e r n a l l abour market adjustment 
mechanisms. On a seasonally adjusted 
bas i s hours l o s t through s h o r t - t i m e 
1 4 0 CXitput per Person {four 
in Scottish Manufacturing 
130: 
7801 
1001 
Total Hours Lost Through Short-
Time per Person in Scottish 
Manufacturing 
8402 
Overtime Hours Worked per Person 
go- Employed in Scottish Manufacturing 
260 : 
240 j 
220 : 
200 \ 
180 J 
'G04 8402 . 
ICP per Person Hour in 
Scottish Manufacturing 1980 = 100 
7801 8402 
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working per person f e l l significantly in 
the l a s t quarter of 1983 (20J on the 
preceding quarter) and the f i r s t two 
q u a r t e r s of 1984 (17? and 15% 
respect ively. This reduction in short-
time working i s , of course, one means by 
which firms can effect an increase in 
in te rna l labour market ac t i v i t y , but in 
t h e a g g r e g a t e i t t e n d s t o be 
quantitatively comparatively unimportant. 
The number of overtime hours worked per 
person increased significantly in Scottish 
manufacturing in the last quarter of 1983 
and the f i r s t two quar ters of 1984 - a 
product of f a i r ly modest increases in 
total overtime hours and slight reductions 
in employment. In the aggregate overtime 
h o u r s were b e i n g s u b s t i t u t e d fo r 
employment over t h i s period. Final ly , 
firms in manufacturing appear to have 
successfully increased effor t per hour 
worked s ince output per person hour 
(adjusted for short- t ime and overtime 
working) increased slightly over the las t 
quarter of 1983 and the f i r s t two quarters 
of 1984. There are, of course, l imits to 
the extent to which this mechanism can be 
resorted to, but traditionally output per 
person hour has fluctuated within a fairly 
wide band over the cycle. 
The in ternal labour market indicators do 
suggest increased a c t i v i t y . However, 
there seems l i t t l e likelihood of spillover 
into external markets at present levels of 
demand. 
DEVELOPMENTS IN EXTERNAL LABOUR MARKETS 
The accompanying diagram indicates the 
links between various stocks and flows in 
the Scottish labour market. For example, 
the gross inflow of persons in to the 
unemployment stock r e f l ec t s the sum of 
f lows from employment ( t h r o u g h 
redundancies and quits) and from the stock 
of non-participants in the labour market. 
The change in the unemployment ra te over 
any in terval r e f l ec t s the net effect of 
gross inflows into and gross outflows from 
the stock of unemployment, where the 
la t ter reflect both flows into employment 
and into non-part icipat ion. Similarly, 
changes in employment re f l ec t the net 
effect or two countervailing gross flows. 
I t i s i n t e r e s t i n g t o no t e t h a t 
unemployment and employment bear no very 
simple re la t ionship to each other. In 
particular, increases in total employment 
are quite consistent with increases in 
unemployment if the proportion of the 
gross inflow into employment coming from 
non-participation exceeds the proportion 
of the (lower) gross outflow going to non-
par t i c ipa t ion . This i s r e l e v a n t t o 
recent Scottish experience which has been 
c h a r a c t e r i s e d by a g r o w t h i n 
(predominantly part- t ime) employment of 
females, where s ignif icant numbers were 
officially classified as non-participants, 
and by a decline in t r ad i t iona l heavy 
i n d u s t r i e s in which male employment 
predominates . The gross inflow t o 
employment thus contains a s ignif icant 
element from the non-participant stock, 
whereas the gross outflow consists mainly 
of those who are both eligible to register 
as unemployed and have a f i n a n c i a l 
incentive to do so. Consequently, both 
measured unemployment and employment have 
often increased in recent quarters. 
For Scotland, some official data exist for 
each of the stocks and flows which are 
underlined. There are many significant 
f lows for which no s t a t i s t i c s a re 
avai lable , and whilst the gross flows to 
and from unemployment are recorded, i t has 
to be kept in mind that these flows relate 
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t o t h e o f f i c i a l d e f i n i t i o n of 
unemployment, and that neither the source 
of inflows nor the destination of outflows 
can be traced. Nevertheless, sufficient 
data exis t to provide at l eas t a pa r t i a l 
picture of recent developments in Scottish 
external labour markets. 
EMPLOYMENT: STOCKS AND FLOWS 
Tables 1 and 2 provide data on recent 
changes in the level of employment in 
production and construction industries and 
s e rv i ce i n d u s t r i e s r e s p e c t i v e l y in 
Scotland. There seems l i t t l e doubt that 
Scotland i s a "service economy" in the 
(l imited) sense that over half i t s t o t a l 
employment is concentrated in the service 
indust r ies . Indeed by June 1984 to t a l 
service sector employment (see the f ina l 
column oi Table 2) accounted for nearly 
two-thirds of total employment in Scotland 
(obtained by adding employment in sectors 
0 to 5 to t o t a l service employment). 
This phenomenon i s by no means confined to 
S c o t l a n d and i n d e e d i s now a 
c h a r a c t e r i s t i c of most deve loped 
economies. 
Economists have advanced a number of 
t h e o r i e s to a t t empt to exp la in the 
inc reas ing importance of the service 
sector (measured in employment terms). 
Among those theories which t r ea t the 
service sector i t s e l f as the "engine of 
change" is one which emphasises different 
stages of growth ar is ing from the fact 
tha t demand for services i s held to be 
more responsive to increased income per 
capita than i s tha t for the output of 
production indus t r ies . Another view 
argues tha t service sector productivity 
grows more slowly than t h a t in the 
production industry sector. Theories of 
"deindustrialisation" in contrast tend to 
focus more di rec t ly on the production 
sector. One theory in t h i s general 
approach holds t h a t the production 
sector 's employment i s "crowded out" by 
the growth of the public sector. 
In gene ra l , focussing on the s imple 
services-production industries distinction 
is likely to be misleading. For example, 
as argued in the l a s t Commentary, the 
growth in service sector employment may in 
part reflect simply a reallocation of jobs 
which were previously incorporated in the 
manufacturing sector. More generally, 
many services are supplied directly to the 
production indust r ies sector, and many 
more depend i n d i r e c t l y on i t . The 
Scott ish input-output tables provide a 
p o s s i b l e means of invest igat ing t h i s 
interdependence, but work on th i s in the 
Institute is currently only in i t s in i t ia l 
stages. 
I t i s worth noting tha t the shif t in the 
composition of employment over the recent 
past i s primarily a t t r ibu tab le to the 
absolute decline of the production and 
c o n s t r u c t i o n i n d u s t r i e s (in which 
employment has fal len by 235 over the 
period June 1979 to June 1984) rather than 
to s ignif icant growth in the level of 
total service sector employment (which was 
s l i g h t l y l e s s than 4% over the same 
period). In fact , the contribution of 
the growth in the service sector i s , in 
r ea l i t y l ikely to be even less than th i s 
(and perhaps considerably less) because i t 
seems almost certain that there has been a 
larger proportion of par t - t imers in the 
net inflow to services than there i s in 
the net outflow from production and 
c o n s t r u c t i o n . The c o m p a r a t i v e 
performance of the service sector seems 
impressive (although even this i s subject 
to the above caveats), but the increase in 
i t s contribution to employment in the 
recent past provides l i t t l e cause for 
excitement. I t should, however, in 
fairness be recalled that the base year of 
our comparison, 1979, was a 'peak' year of 
ac t iv i ty (a lbei t a very moderate one by 
historical standards), so that the limited 
growth in service sector employment has 
occurred in the midst of a recession. 
The composit ion of the dec l ine in 
employment in t h e product ion and 
cons t ruc t i on i n d u s t r i e s i s of some 
interest. Over the period from June 1979 
to June 1984 employment fe l l by: around 
36% in metal manufacturing and chemicals; 
28% in Metal goods, engineer ing and 
vehicles; 23% in both construction and 
other manufacturing. Of course, even in 
the heal th ies t economies technological 
progress and changes in the composition of 
demand n e c e s s a r i l y imply t h a t some 
indust r ies wi l l be declining, and few 
would wish to dispute that ossification of 
the i n d u s t r i a l s t r u c t u r e would be 
disastrous. Nevertheless, the employment 
losses noted above apply to very broad 
industry groups, in which expanding sub-
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"feble 1 Etaployees in eafAsj/tmt in Scotland (COO'S): production and oonstrutiai industries (1930 SE) 
1979 Jun 
1962 Jui 
Sep 
Dec 
1983 Nbr 
Jui 
Sep 
Dec 
1984 Mar 
Jui 
tgi, forestry 
&f ishing 
(0) 
48 
44 
44 
44 
44 
43 
44 
42 
42 
42 
Biergy & 
wber 
supply 
(1) 
73 
76 
76 
77 
77 
76 
77 
77 
77 
77 
Mstal nax f • 
& chsnicsils 
(2) 
80 
62 
61 
57 
55 
54 
52 
51 
51 
51 
'Miner discrepancies between this colunn and the 
of f ic ia l data. 
fetal gxds, 
crrigBering 
& vehicles 
(3) 
260 
203 
202 
196 
193 
193 
192 
188 
186 
186 
sun of (2), 
Other 
nanuf. 
tt) 
266 
214 
211 
209 
206 
203 
205 
205 
204 
206 
Construction 
(5) 
157 
131 
131 
128 
125 
125 
126 
125 
122 
121 
ttnuf ft*od 
Rnod.& 
construct 
indus. 1 indus. indus. 
(2-4) 
606 
479 
474 
464 
455 
450 
449 
444 
440 
442 
( V 0 
679 
556 
550 
541 
532 
526 
526 
522 
517 
519 
(1-5) 
837 
687 
681 
670 
657 
651 
652 
646 
639 
641 
(3) and (4) are due to rounding errcrs i n the 
Table 2 
1979 Jui 
1982 Jui 
Sep 
Dec 
1983 Mar 
Jui 
Sep 
Dec 
1984 Mar 
Jui 
Employees 
WPLesaLe 
disbr i . 
hotels & 
catering 
(61-63,) 
( 6 S # ) 
197 
203 
195 
1H2 
182 
196 
201 
192 
191 
205 
i n enplcjment 
Retail 
d i s t r i . 
(6V65) 
196 
192 
194 
193 
194 
196 
195 
209 
203 
208 
; i n Scotland (000s) service industries (1930 SIC) 
Transp. & 
conunl. 
(7) 
133 
123 
121 
119 
118 
119 
117 
116 
118 
116 
Barking 
insce. & 
finance 
(8) 
124 
135 
132 
132 
132 
140 
136 
136 
137 
140 
Public 
admin. & 
defence 
(91-92) 
177 
173 
172 
172 
173 
174 
T75 
175 
176 
176 
Education 
health & 
other serv. 
(93-99) 
395 
414 
415 
416 
415 
418 
422 
420 
422 
426 
Service1 
indus. 
(6-9) 
1,222 
1,239 
1,239 
1,228 
1,219 
1,214 
1,245 
1,245 
1,248 
1,270 
1The total in this colunn may differ slightly from the sun of ttie otlier colunns in the table due to 
rcuidirg errcrs in the published data. 
Source: Department cf Enplcyment Gazette 
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i n d u s t r i e s might , over t h e r e l a t i v e l y 
short i n t e rva l s a t i ssue here, be expected 
to compensate for c o n t r a c t i n g ones in a 
hea l t h y economy; a re l i t t l e s h o r t of 
d rama t i c i n t e rms of s c a l e ; and a r e 
spread across a l l broad manufacturing and 
c o n s t r u c t i o n i n d u s t r i e s . Of production 
and c o n s t r u c t i o n i n d u s t r i e s only energy 
and water supply , wi th a r i s e of around 
5.5%, r e g i s t e r s anyth ing o the r than a 
m a s s i v e l o s s of e m p l o y m e n t . In 
a g r i c u l t u r e , f o r e s t r y and f i s h i n g , t h e r e 
was a r e d u c t i o n in employment of around 
12.5*. 
Over the same f ive year period (June 1979 
t o June 198H) employment growth in t h e 
s e r v i c e i n d u s t r i e s was most marked in 
banking, i n su rance and f inance ( s l i g h t l y 
l e s s than 13%). Next highest growth was 
regis tered by education, heal th and other 
services (nearly 8%) and then comes r e t a i l 
d i s t r i b u t i o n which exper ienced about 6% 
growth in employment over t h e pe r iod , 
followed by wholesale d i s t r ibu t ion , ho te l s 
and c a t e r i n g (4%). Employment remained 
f a i r l y constant in p u b l i c a d m i n i s t r a t i o n 
and defence and f e l l s i g n i f i c a n t l y in 
p r o p o r t i o n a t e t e r m s i n t r a n s p o r t and 
communications (by near ly 13%)> a f a c t 
which p a r t i a l l y accounts for the f a i r l y 
smal l o v e r a l l growth in s e r v i c e s e c t o r 
employment. 
Comment on q u a r t e r t o q u a r t e r changes in 
employment by i n d u s t r y has t o be r a t h e r 
more guarded a t p r e s e n t in view of t h e 
d i f f i c u l t y of i d e n t i f y i n g the seasona l 
element in such changes given t h e sma l l 
number of observations which are avai lable 
on a 1980 SIC bas is . However, given t ha t 
the change in employment from Apr i l t o 
June in 1983 was negative for production, 
construction and s e r v i c e i n d u s t r i e s , t h e 
i n c r e a s e s for the comparable per iod in 
1984 l o o k l i k e good news ( a l b e i t 
e s p e c i a l l y moderate good news for t h e 
former group of i n d u s t r i e s ) . However, 
given the concentration of the increase in 
s e r v i c e s e c t o r employment in June in the 
w h o l e s a l e d i s t r i b u t i o n , h o t e l s and 
c a t e r i n g i n d u s t r i e s , one su spec t s t h a t 
s e a s o n a l i t y i s indeed p lay ing some r o l e 
here. In fact the o f f i c ia l data support 
t h i s view: on a seasonally-adjusted basis 
t o t a l service sector employment exhibited 
a s m a l l d e c l i n e i n June 1984 (1 ,260 
compared to 1,261 thousand). 
In January of t h i s year the s e a s o n a l l y 
ad jus ted s tock of u n f i l l e d v a c a n c i e s 
r epor t ed t o job c e n t r e s i n Scot land r o s e 
t o 15,800, an i n c r e a s e of 200 over the 
December 1984 f i g u r e . This c o n t r a s t s 
wi th a f a l l of 4,200 in the comparable 
s tock of vacanc ie s i n t h e UK, to a t o t a l 
of 157,200. However, perhaps a b e t t e r 
i n d i c a t o r of t r e n d s i n v a c a n c i e s i s 
provided by the three month average of the 
s e a s o n a l l y ad jus ted s tock of vacanc ie s . 
Table 3 p rov ides t h e r e l e v a n t da ta for 
Scotland for the recent months and for the 
peak t h i r d q u a r t e r of 1979. The 
accompanying graph shows the t r end in 
vacancies over a longer in te rva l . 
Table 3 Vacancies u n f i l l e d a t S c o t t i s h 
job centres (OOP's) 
Average l e v e l , 3 months ended: 
1979 September 22.3 
1982 March 13.6 
June 12.4 
September 13.1 
December 13.8 
1983 March 14.9 
June 16.5 
September 17.2 
December 16.9 
1984 March 14.9 
June 15.6 
September 15.9 
December 16.7 
1985 January 16.0 
Source: Department of Employment 
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As can be seen from Table 3 the average 
stock of vacancies for the three months up 
to and i n c l u d i n g January 1985 a c t u a l l y 
f e l l by 7 0 0 , a s c o m p a r e d t o t h e 
cor responding f i g u r e in December 1984. 
The comparable se r i e s for the UK moved in 
the same d i r e c t i o n (down 4.4 t o 162.0 
thousand). The current (3 month average) 
l e v e l ol vacanc ie s r e p r e s e n t s s l i g h t l y 
l e s s than 10% of UK v a c a n c i e s , and a 28% 
r e d u c t i o n a s compared t o t h e peak 
September 1979 value of the s e r i e s . 1984 
began w i th a drop in v a c a n c i e s which was 
a l l but r eve r sed by t h e end of t h e yea r . 
Given the generally pro-cycl ica l nature of 
the s e r i e s , t he drop in the (average) 
l e v e l of v a c a n c i e s t o 16,000 might be 
regarded as a l i t t l e d i s a p p o i n t i n g (even 
though l i t t l e confidence can be placed in 
t h e l e v e l of recorded v a c a n c i e s which i s 
reckoned only to capture about a th i rd of 
t o t a l vacancies on average). 
UNEMPLOYMENT: STOCKS AND FLOWS 
As the schemat i c of l abou r market s t o c k s 
and f lows i n d i c a t e s , measures of g r o s s 
f lows i n t o and out of the ( o f f i c i a l l y 
c l a s s i f i e d ) unemployment s t o c k a r e 
avai lable for Scotland. Between December 
1984 and J a n u a r y 1985 34 ,333 p e o p l e 
( e x c l u d i n g s c h o o l l e a v e r s ) b e c a m e 
unemployed and 23,160 l e f t unemployment. 
The c o r r e s p o n d i n g f i g u r e s f o r s c h o o l 
leavers were 6,646 and 1,288 respect ively. 
T h e s e f l o w s c a u s e d t h e l e v e l of 
unemployment to reach an a l l time high of 
362,000 and the unemployment r a t e t o reach 
an unprecedented level of 16.1%. January 
i s t r a d i t i o n a l l y a bad m o n t h f o r 
unemployment in view of the post-Christmas 
d i s m i s s a l of workers in some i n d u s t r i e s 
and the impact of end-year school leavers . 
However the unprecedented l e v e l s of t h e 
(unadjus ted) unemployment se r i e s indica te 
tha t purely seasonal fac tors are incapable 
of p rov id ing a f u l l e x p l a n a t i o n , and t h e 
seasonally adjusted unemployment r a t e did 
in f a c t r i s e (but by only 0.1 pe rcen tage 
p o i n t s as compared t o t h e 0.9 pe rcen tage 
points r i s e in the unadjusted r a t e ) . The 
r a m i f i c a t i o n s of t h e mine r s ' s t r i k e may 
provide one possible reason why the recent 
unemployment f igures could be argued to be 
a typica l . However, there i s l i t t l e cause 
for opt imism e i t h e r on the b a s i s of the 
forecasts or major macroeconometric models 
or on the basis of underlying trends. 
Table 4 and the accompanying graph present 
the s e r i e s for the three month average of 
the seasonally adjusted level of Scott ish 
unemployment and the analogous measure of 
the unemployment r a t e . The most s t r i k ing 
feature of recent experience i s tha t both 
t h e l e v e l s and r a t e of unemployment have 
more than doubled over the per iod s i n c e 
September 1974. 
Table 4 Unemployment in Scotland 
Seasonally adjusted, three month average 
for month ending: 
1979 September 
1982 March 
June 
September 
December 
1983 March 
June 
September 
December 
1984 March 
June 
September 
December 
1985 January 
Total 
unemployment 
158.4 
291.3 
295.8 
303.5 
310.0 
317.4 
316.2 
313.7 
312.4 
320.8 
321.9 
324.6 
325.9 
326.9 
Unemployment 
rate 
7.0 
13.1 
13.2 
13.6 
13.9 
14.2 
14.1 
14.0 
13.9 
14.2 
14.3 
14.4 
14.5 
14.5 
Source: S c o t t i s h Economic B u l l e t i n and 
Department of Employment 
2 0 1 
. 15. 
10. 
5 . 
0. 
- 5 : 
Tota l Unemployment, seasona l ly adjus ted 
3 mth. average (000 ' s ) 
/ ^ 
_ ^ ~ 
7402 8404 
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Unemployment in Scotland has continued 
recently on an upward trend. This was 
apparent throughout 1982 and 1984. The 
generally negative trend in the last three 
quarters of 1983 has not been sustained, 
and the outlook for unemployment continues 
to be gloomy. 
INDUSTRIAL RELATIONS IN SCOTLAND 
Despite sporadic indus t r ia l action in a 
number of sectors , including the long 
running action between ASTMS and Fife 
Health Authority and action at Rolls 
Royce, t h ree i s s u e s have dominated 
indust r ia l re la t ions in Scotland in the 
recent past. F i r s t , there has been a 
continuing sense of uncertainty and fear 
of redundancy. This prompted action in 
public t ransport , local government and a 
lobby at Rosyth Dockyard. Elsewhere, 
however, in snipbuilding, engineering and 
sections of e lectronics redundancies or 
temporary lay-offs were accepted without 
action. 
Secondly, the continuing national mining 
d i spu te r a i s ed a s e r i e s of S c o t t i s h 
issues. In November the STUC published 
two versions of a document en t i t l ed 'NCB 
Scottish Area 1985/8 Budget Draft 4 -
Secret' claiming this demonstrated the NCB 
plans to halve output and employment in 
Scotland 1990. The NCB's reply stated 
'the major part of the Scottish coalfield 
w i l l be producing coal in the 21st 
century. Jobs wi l l be available for 
everyone who wishes to s tay in the 
industry' . The NCB wi l l face immense 
problems in sustaining such a policy. 
Before t he d i s p u t e t he NCB was 
encountering the problems of surp lus 
craf tsmen. These problems w i l l be 
exacerbated by the recent announcement of 
c losure of the Frances c o l l i e r y and 
partial closure of the Seafield colliery. 
The removal of equipment from the Polmaise 
colliery indicates yet another closure and 
further surplus miners. In the medium-
term the Ayrshire mines, with t h e i r 
l imited future, wi l l generate further 
considerable numbers of surplus miners. 
The NCB is thus dependent on large numbers 
of miners voluntarily leaving the industry 
to avoid compulsory redundancies. This 
may wel l be an inf luence on the NCB 
strategy in the current l a t t e r stages of 
the dispute. 
Thirdly, the EIS and SSTA have intensified 
their actions in support of the claim for 
an independent pay review for April 1985. 
In Scotland, and England, the Government 
i s seeking a res t ructur ing of teachers ' 
terms and conditions of employment as part 
of any agreement above the Government's 
pay norm. The Secretary of State for 
Scotland's position i s tha t any review 
must be not only linked to a redefinition 
of the teachers' job and responsibilities, 
but must be essent ia l ly self-financing. 
Male t e a c h e r s ' r e l a t i v e pay as a 
proportion of the pay for a l l non-manual 
men has dropped considerably from the 1976 
(Houghton Report) and 1981 (Clegg Report) 
leve ls , and i s currently several points 
below the average for all non-manual men. 
The intensity of the dispute reflects more 
t h a n m o n e t a r y f a c t o r s and t h e 
inconsistency and heavy handedness of the 
Secretary of State. The introduction of 
the Munn and Dunning proposals in respect 
of course structures and examinations has 
led to a significant in tens i f ica t ion of 
teachers ' ef for ts . Teachers have been 
required to produce, largely by their own 
efforts and without additional or adequate 
resources, considerable numbers of units 
and also to absorb the increases in work 
a r i s i n g from a g r e a t e r r e l i a n c e on 
continuous assessment. The ending of 
corporal punishment has necessitated the 
introduction of bureaucratic systems of 
reporting indiscipl ine and has further 
contributed not only to teachers' work 
loads but a l so to the p ressures and 
tensions of teaching. The introduction 
of 'consortia ' of schools and colleges to 
deal with areas of post 16 teaching, the 
introduction of adults as pupils in the 
classrooms, and the implications of the 
progressive decline in school r o l l s have 
reduced the sense of 'job sat isfact ion ' 
and yet further increased the problems 
facing Scottish education. 
The forthcoming pa r t i a l privatisation of 
Br i t i sh Shipbuilders prompted proposals 
for an employee buy-out of Yarrows and 
Hall Russell. However, only 20% of 
Yarrow's employees voted in favour of a 
management sponsored employee takeover 
w h i l s t the major i ty of Hall Russel 
employees supported the buyout. The 
re la t ive ly secure position of Yarrows 
prompted a belief amongst employees that 
better terms and conditions of employment 
might come if the firm were part of a 
l a r g e r group of defence equipment 
manufacturers. 
52 
Regional Review 
The t r ends in unemployment a t the 
beginning of 1985 t e l l an all too familiar 
story. Figures for January 1985 reveal 
that the upward trend in unemployment 
continues for most Scottish regions. In 
no region o ther than Shet land, did 
conditions improve over the past year. 
But even t h e r e , the improvement was 
margina l . Western I s l e s tops the 
unemployment league with a rate of 20.7%. 
This rate can be contrasted with Shetland, 
where "only" 6.8% of the workforce are 
id le . The ra tes for individual regions 
vary between these extremes although there 
is a tendency for them to be clustered 
around the higher end (see Table 1). 
Highland region experienced the greatest 
increase over the period (of 22% or 3.3 
percentage points), followed by Fife (7.2% 
or one percentage point). Although there 
is significant variation amongst regions, 
i m p l y i n g a c o n c e n t r a t i o n of h igh 
unemployment in those areas with highest 
unemployment rates , inspection of data at 
Examination of the t ravel to work areas 
(TTWA) with the h ighes t and lowest 
unemployment rates in each region reveals 
tha t each region i s experiencing a wide 
range of rates. For instance, in Grampian, 
Forres TTWA with a ra te of 23.7% i s well 
above the r eg iona l average of 8.6%. 
Indeed, the difference between the highest 
and lowest rates i s largest in Grampian, 
s tanding a t 17%. In c o n t r a s t , the 
smallest range occurs in Borders where the 
figure i s 7%. These figures obviously 
give some support to se lec t ive aid being 
on the b a s i s of TTWA r a t h e r than 
administrative regions. They also, as do 
the r eg iona l f i g u r e s , h i g h l i g h t the 
pressing need for measures to a l l ev ia te 
unemployment. 
Table 1(a) TTWA with highest and lowest 
unemployment rates in each 
region 
TTWA H-L 
the sub r e g i o n a l 
different picture. 
Table 1 Unemployment 
l e v e l p r e s e n t s a 
by Scottish 
seasonally adjusted 
Borders 
Central 
Durfries & 
Galloway 
Fife 
Graipdan 
Highland 
Lothiai 
Total 
Jan 85 
3,778 
19,147 
8,420 
21,WO 
18,472 
14,494 
47,071 
Stratnclyde 198,797 
Tayside 
Western 
Isles 
Grkney 
Shetland 
Scotland 
27,045 
2,007 
808 
798 
361,877 
Ohana; 
since 
Jan 84 
22 
225 
300 
1,419 
1,123 
2,610 
1,167 
1,071 
518 
47 
34 
- 21 
8,515 
Rabat 
Jan 85 
9.8 
16.6 
14.6 
15.6 
8.6 
17.9 
13.0 
18.9 
15.5 
20.7 
12.1 
6.8 
Jai84 
9.8 
16.4 
14.1 
14.6 
8.1 
14.6 
12.7 
18.8 
15.2 
20.2 
11.5 
7.0 
region: 
Qcnge* 
0 
-tO.2 
•10.5 
+1.0 
+0.5 
+3.3 
+0.3 
+0.1 
+0.3 
+0.5 
+0.6 
-0.2 
Border 
Central 
Dumfries & 
Galloway 
Fife 
Grampian 
Highland 
Lothian 
H 
L 
H 
L 
H 
L 
H 
L 
H 
L 
H 
L 
H 
L 
Berwickshire 
Galashiels 
Alloa 
S t i r l i ng 
Newton Stewart 
Dumfries 
Kirkcaldy 
14.6 
7.6 
19.7 
12.1 
24.4 
10.6 
16.5 
North East Fife 12.8 
Forress 
Aberdeen 
Sutherland 
Inverness 
Bathgate 
Haddington 
Strathlcyde H Irvine 
Tayside 
L 
H 
L 
Ayr 
Arbroath 
Perth 
23.7 
6.7 
27.2 
12.6 
22.5 
9.7 
26.2 
14.7 
18.9 
7.3 
7.0% 
7.6% 
13.8% 
3.7% 
17.0% 
14.6% 
12.8% 
11.5% 
11.6% 
Source: Department of Employment Source: Department of Employment 
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Male unemployment ra tes consistently 
exceed those for females (see Table 2). 
This can be explained by, amongst other 
t h i n g s , the tendency for a l a r g e r 
proportion of unemployed females to fai l 
to r eg i s t e r . Over the past year there 
has been a general i nc rease in the 
m a l e / f e m a l e u n e m p l o y m e n t r a t e 
d i f fe ren t i a l . There i s a number of 
poss ib le exp lana t ions , but t h i s i s 
probably due in large part to increases in 
female employment whilst male employment 
has r emained s t a g n a n t ( see p a s t 
Commentaries). Even so, comparison of 
female rates (bearing in mind the note to 
Table 2) shows tha t t h i s has had l i t t l e 
ove ra l l impact on r e g i s t e r e d female 
unemployment. 
Table 2 Regional unemployment rates for 
males and f females 
Borders 
Central 
EUifries 
&Gallcway 
Fife 
GraipLan 
Highland 
Lothian 
Strathclyde 
Tayside 
Western Isles 
Orkney 
Snetland 
Hale Female 
t 
11.0 
19.0 
15.9 
17.4 
9.0 
20.2 
16.0 
23.4 
18.8 
26.3 
13.6 
7.1 
% 
8.3 
13.2 
12.8 
13.1 
8.1 
14.4 
9.3 
12.8 
11.5 
12.8 
9.8 
6.4 
Hf 
2.7 
5.8 
3.1 
4.3 
0.9 
5.8 
7.6 
10.6 
7.3 
13.5 
3JB 
0.7 
ffele Female 
% 
10.4 
18.5 
15.3 
15.7 
9.9 
16.3 
14.3 
21.9 
17.7 
30.2 
13.7 
6.4 
% 
8.2 
14.0 
12.9 
12.2 
8.4 
14.7 
8.5 
12.7 
12.3 
12.7 
9.5 
8.7 
* F 
22 
4.5 
2.4 
3.5 
1.5 
1.6 
5JB 
92 
5.4 
17.5 
4.2 
-2.3 
Note: Year on year changes may contradict those 
for the total figures in Table 1. This is 
because the perosnta^ rates are calculated 
using different estimates of the nunber of 
employees. 
Sctrce: Departmsnt of Biplojinsnt 
past year regional experience has been 
mixed. The ratio has almost doubled, for 
example, in Tayside and the Western Isles, 
while Lothian and Grampian have 
experienced some improvement (see Table 4) 
Table 3 Vacancies by Scottish region 
Borders 
Central 
Dumfries and 
Galloway 
Fife 
Grampian 
Highland 
Lothian 
Strathclyde 
Tayside 
Western Isles 
Orkney 
Shetland 
Total 
Jan 85 
422 
777 
257 
655 
2,047 
520 
2,395 
6,383 
440 
i 55 
40 
27 
Change since 
Jan 84 
-102 
- 22 
10 
-155 
281 
-163 
492 
514 
-253 
- 48 
- 6 
- 15 
t 
Change 
+32? 
- 3? 
+ 4% 
-19? 
+16? 
-31? 
+26? 
+ 9? 
-37? 
-47? 
-13? 
-36? 
Scotland 14,018 737 6? 
Note: Vacancies include those notified at 
Careers Offices and the Employment 
Services Division. This leads to 
overcounting and thus a marginal 
overestimation of the true number. 
However t h i s i s more than 
compensated for by the expectation 
that reported vacancies represent 
around one third of actual to ta ls . 
Source: Department of Employment 
Data from the second Scottish Business 
Survey provide some indication of likely 
employment trends in the major areas of 
employment in Scotland. 
Table 3 charts the reported vacancies for 
January 1985 and the change in those 
numbers r e l a t i v e to a year e a r l i e r . 
Total vacancies rose by 737. Increases 
of 514, 492, 281 and 102 were recorded in 
Strathclyde, Lothian, Grampian and Borders 
respectively. Elsewhere vacancies fel l , 
and f e l l substant ial ly in the Western 
I s l e s (-47?), Highland (331?) and Tayside 
(-37?). 
Unemployment-vacancy r a t i o s provide a 
barometer of labour market conditions. 
They express the number of unemployed 
people per reported vacancy. Over the 
Table 4 Unemployment/vacancy r a t e s 
Borders 
Central 
Dumfries and Galloway 
Fife 
Grampian 
Highland 
Lothian 
Strathclyde 
Tayside 
Western I s l e s 
Orkney 
Shetland 
Jan 85 
8.95 
24.64 
32.76 
32.12 
9.02 
27.87 
19.65 
31.14 
61.47 
36.49 
20.2 
29.56 
Jan 84 
11.74 
23.68 
32.87 
24.22 
10.46 
17.40 
24.12 
33.69 
38.28 
19.03 
16.83 
19.5 
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T h e d a t a a r e d i s a g g r e g a t e d by 
pa r t i c ipa t ing Chambers of Commerce which 
now include Dundee. The r e s u l t s shown in 
Table 5 re fe r t o the responses made to the 
ques t i on "What i s t h e expected t r e n d in 
t o t a l employment over t h e next t h r e e 
months." Responses are weighted by firm 
s ize and the balance for a l l manufacturing 
i s p o s i t i v e i n Abe rdeen , Dundee and 
E d i n b u r g h , w h i l e f o r Glasgow i t i s 
negat ive. 
and P u b l i s h i n g i n t h e Edinburgh area a r e 
forecast t o shed some labour in the coming 
months. 
Much of t h e f o r e c a s t e m p l o y m e n t 
c o n t r a c t i o n in Glasgow i s i n E l e c t r i c a l 
and Electronic Engineering and in Vehicles 
and Other Transpor t Equipment. Some 
improvement i s expected in Miscellaneous 
Manufacturing and Retai l Dis t r ibut ion. 
Table 5 Scottish Business Survey: balance of 
respondents expecting a change in 
ssfUct/nErfc 
Sector/Chaiber 
All Msrufacturing 
Construction 
Wxlesale Distribution 
Retail Distribution 
Metal Manufactire& 
Mgtal goods 
Mechanical Engineering 
Vehicles & Other 
Transport & EquLpnait 
A 
+ 11% 
-25% 
- 23% 
+ 6% 
-
-
- ) 
- ) 
- ) 
ELec. & Electronic Engin. - ) 
Food, Drink & Tobacco 
Textiles, Leather, 
CLothing & Footwear 
Misc. Maxtfacturing 
Paper, Printing & Pub. 
Oil & Oil Related 
All Manufacturing & 
Oil Related Industries 
-23% 
-
9$ 
- 2 1 % 
+10C% 
+ 9% 
D 
+ 9% 
-n29% 
0 
+ 9% 
- ) 
) 
(65%) 
19% 
0 
-
- 1 5 * 
0 
E 
24% 
-39% 
-59% 
-8% 
0 
+79% 
96% 
-
0 
-6C% 
-
total 
G 
-16% 
-8% 
3 
31% 
-5% 
-m 
-20% 
+ 5% 
+13% 
+21% 
Key: A = Aberdeen 
D = Dundee 
E r Edinburgh 
G = Glasgow 
• Not available 
One fea ture , common to a l l four chambers, 
i s an e x p e c t e d f a l l i n t h e l e v e l of 
employment in the Construction sec tor . 
REGIONAL TRENDS 
Souroe: Scottish Business Survey 
Borders 
In December, STC Exacta opened a new 
extension to i t s factory in Selkirk which 
manufactures printed c i r c u i t boards. The 
extension provided 80 new jobs and brings 
t h e company's workforce in t h e r eg ion t o 
over 600. Forty temporary jobs were l o s t 
in Keltek E l e c t r o n i c s i n January , but 
o v e r a l l t h e Borders economy r e m a i n e d 
r e l a t i v e l y s t r o n g , and i t s December 
unemployment r a t e of 9.3% was among t h e 
lowest in Scotland. 
Central 
Employment prospects in Central region 
received a boost in December when it was 
announced that new sewerage works for 
Granada Motorway Services and Scottish 
Amicable could create 500 jobs in the 
Stirling area. 
Fife 
Any i n c r e a s e in Aberdeen i s l i k e l y t o 
occur mainly in the Oil and Miscellaneous 
Manufacturing sec tors . Some reduction i s 
t o be expected in Wholesale Dis t r ibu t ion , 
Food, Dr ink and T o b a c c o , and P a p e r , 
Printing and Publishing. 
In Dundee job g a i n s a re a n t i c i p a t e d in 
E n g i n e e r i n g w h i l e f o r E d i n b u r g h , 
s u b s t a n t i a l i n c r e a s e s in employment a re 
expected in Food, Drink and Tobacco, and 
E l e c t r i c a l E n g i n e e r i n g . However , 
Wholesale Dis t r ibut ion and Paper, Printing 
In December , Hughes M i c r o e l e c t r o n i c s 
announced a £25m inves tment programme 
which should c rea te 500 new jobs by 1990. 
Cons t ruc t ion of the new p l a n t w i l l begin 
e a r l y t h i s year and i t i s scheduled t o 
become o p e r a t i o n a l i n mid-1986. More 
r e c e n t l y , however, the r eg ion suf fe red a 
s e r i o u s se tback wi th the c l o s u r e s of the 
Frances p i t and t h e main p roduc t ion face 
a t S e a f i e l d C o l l i e r y , both because of 
underground f i r e s . These c l o s u r e s w i l l 
l ead t o the l o s s of 800 j o b s and c a s t a 
shadow over t h e f u t u r e p r o s p e c t s of the 
whole Frances/Seafield p i t complex. 
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Grampian 
The reg ion c o n t i n u e s t o enjoy b e n e f i t s 
from o i l - r e l a t e d a c t i v i t y , with the recent 
complet ion or B r i t o i l ' s new premises and 
the t ransfer by Shell Expro of 200 Fulmar 
Project personnel from London to Aberdeen. 
Landings of f i s h a t North East p o r t s 
remained r e l a t i ve ly low and, for 1984 as a 
w h o l e , t h e volume of f i s h l a n d e d a t 
Aberdeen and Peterhead was 10,300 tonnes 
down on 1983. F ish p r o c e s s e r s cont inued 
to experience d i f f i c u l t i e s because of the 
shor tage of f i s h , and i ndus t ry sources 
claim 500-600 local jobs were los t during 
1984. The t e x t i l e s e c t o r has remained 
buoyant and Richards of Aberdeen recently 
announced the recruitment of 30 new staff. 
There i s hope t h a t Herd and Mackenzie 
boatyard, with 100 employees, can continue 
in operation although i t s parent company, 
the Fishermen's Mutual A s s o c i a t i o n , went 
in to l iqu ida t ion a t the end of l a s t year. 
Highlands and Islands 
Lewis Offshore have won a contract from an 
a s y e t u n d i s c l o s e d company f o r t h e 
construction of two jackets and p i l e s for 
an of f shore p l a t fo rm. The Lewis yard 
employs 300 people and has a f u l l o rder 
book t i l l Spring 1986. 
A new firm has been set up in Stornoway to 
market salmon and o the r f i s h for seven 
Western I s l e s f i sh farmers. 
A new £1 m i l l i o n p r o p o s a l f o r t h e 
d e v e l o p m e n t of a s u p e r m a r k e t and 
associated f a c i l i t i e s in Dingwall was made 
in December. 
Tayside 
The l o c a l Chamber of Commerce r epo r t ed 
tha t firms in the construction, whisky and 
f l a x i n d u s t r i e s were e x p e r i e n c i n g 
d i f f i c u l t i e s because of lack of demand and 
high inpu t p r i c e s . However the Chamber 
noted s i g n s of r e c e n t i nc reased a c t i v i t y 
in the engineering sec tor . 
In l a t e 1984, t h e SDA announced a £2 
m i l l i o n e c o n o m i c i n i t i a t i v e f o r 
P e r t h s h i r e . The Agency i s s e e k i n g 
p roposa l s from l o c a l e n t r e p r e n e u r s and 
exis t ing businesses i e . there i s a strong 
• s e l f - h e l p 1 e lement in the scheme. New 
projects would be deal t with by a company 
to be launched in Spring t h i s yea r , t he 
Highland Perthshire Development Company. 
Lothian 
Rankin's F r u i t Markets in Edinburgh were 
taken over in December by London-based 
Glass Glover Group of London for a reputed 
£3.1 m i l l i o n . The t a k e o v e r p u t s a 
ques t ion mark over t h e c o n t i n u a t i o n of 
Rankin's fou r t een r e t a i l shops in t h e 
c i t y . 
Lothian Regional Council have approved a 
£30 m i l l i o n plan to upgrade and renova te 
t h e North B r i t i s h Hotel in Edinburgh. 
However, the Council themselves are to cut 
employment by 341 in t h e f i n a n c i a l year 
1985/86. 
Strathclyde 
A number oi new contracts were awarded t o 
engineering firms in the region during the 
past quarter . The Greenock plant of Clark 
Kincaid won a share of a £6 mil l ion order 
f o r f o u r s h i p e n g i n e s . Weir Pumps 
r e c e i v e d a £600,000 o r d e r f o r f i v e 
o i l f i e l d pumps from t h e S i r s t e O i l 
Company of Libya. Scott Lithgow obtained 
a £2 m i l l i o n c o n t r a c t from Gotaverken 
Avendal (Sweden) t o supply pontoon and 
deck blocks for the Sun Oil project . 
The SDA announced t h a t Coatbridge i s t o 
get a new £1 mil l ion business centre. The 
Agency hopes t h a t the c e n t r e w i l l be 
operational by summer t h i s year. 
Employment in Strathclyde Regional Council 
f e l l by 1,685 dur ing t h e q u a r t e r . Of the 
l o s t jobs 914 were school-teaching posts. 
Dumfries and Galloway 
A new t imber t r a d e s c e n t r e was opened by 
Mellison-Denny in Stranraer . 
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